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J/ 


D ah ction ana Overview 




Municipal Stakeholders, it is my privilege to issue the 2007/08 Annual Report for Naledi 
Municipality. Naledi Municipality has made a commitment to all residents at the beginning of the 
2007/08 financial year to improve living standards in the municipal area, through continuous and 
sustainable service delivery. The political and administrative leadership identified the following 
principles to strengthen our commitment to the public of Naledi: 

• Good financial planning and control. 

• Spending in a responsible and transparent manner. 

• A productive workforce that is disciplined, honest and excellent work ethics. 

• A high standard and efficient customer care. 

We acknowledge the fact that the municipality had a difficulty in recruitment of section 57 
managers due to crawling recruitment process which inevitably curbed the municipality process 
as far as service delivery is concerned. 

I hereby wish to thank the community of Naledi for their participation and continuous support. 
Without your inputs, our development initiatives would fail to address the root causes of poverty 
and the developmental challenges that we are facing. Although the municipality is faced with 
numerous developmental challenges that need to be managed against growing expectations from 
the community for improved service delivery, we will continue to strive to align and address these 
expectations through the successful implementation and management of our annual service 
delivery budget implementation plan. 

I hereby also wish to give recognition and acknowledge all councilors for their dedication, 
significant input and valuable contributions that they have made during the 2007/08 financial year. 
I would like to thank our management team and dedicated officials who contributed in preparing 
this report and who rendered high quality and effective services to our community. 

It is an honor and privilege to present to you Naledi Municipality, the Annual Report for the 
2007/08 financial year as required in terms of section 46 of the Local Government: Municipal 
Systems Act 2000 and section 121 of the Local Government: Municipal Finance Management 
Act, 2003. This document will provide you with an overview of the progress made in realising 
Naledi’s strategic objectives, the people who drove our efforts and the unique challenges and 
opportunities we faced during the past financial year. 


1.2 Overview of Naledi Local Municipality 

Naledi Local Municipality is situated in the south eastern Free State, and forms part of the Motheo 
District Municipality area. The local municipality area measures 11 933.24 km^ and comprises the 
former TLCs of Dewetsdorp, Wepener, Van Stadensrus, as well as a part of the former South 
East, Central South and Bloemfontein District TRCs. The individual sizes of these areas are 
indicated in the table below: 


Table 1.1 Composition and size of municipal area 


COMPONENT SIZE (km^) 
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Dewetsdorp 

2 511.43 

Wepener & Van Stadensrus 

1 749.15 

Farmland 

7 672.66 

TOTAL 

11 933.24 


Source: Naledi Local Municipality; SDF, 2005 


The spatial issues relating to the three major towns of the area of jurisdiction of Naledi Local 

Municipality are analysed hereunder as follows: 

Dewetsdorp 

The following restrictions are applicable to Dewetsdorp / Morojaneng; 

• Physical barriers such as natural characteristics, (especially to the South and South East), 
roads (e.g. The R702 between Bloemfontein and Wepener) and poor geological conditions to 
the north. 

• Development on existing vacant land towards the North West will not conform to sound 
development principles and will eventually lead to “urban sprawl”. 

• The provision of services to the north and west will be problematic and expensive due to the 
topography and slope. 

Wepener 

The following restrictions are applicable to the entire Wepener area: 

• Topography and slope to the north would make construction and provision of services an 
enviable and expensive option. 

• Development on existing vacant land towards the south will not conform to sound 
development principles and will eventually lead to “urban sprawl”. 

• The sand river (currently under tremendous silting) causes large parts of the inner urban 
areas to be undevelopable and to the south-east of Wepener; numerous erven had to be 
cancelled due to the expansion of flood line over these sites as a result of silting. 

Van Stadensrus 

The following restrictions are applicable to the entire Van Stadensrus area: 

• The main limiting factor in guiding urban development in the areas is the shortage of land. 

• Due to the relatively small area available to the Local Municipality, the entire area is focused 
on urban development and the urban fringe follows the outer boundary of the jurisdiction area. 

• Apart from space, the unfavourable topography to the north and north east of Thapelang 
further limits expansion. This shortage of developable land as well as the availability of vacant, 
though un-serviced, erven to the western parts of Van Stadensrus, results in the logical 
expansion of Thapelang towards this area by means of redevelopment and densification. 

Analysis of existing level of development 
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This section deals with the current situation within the Naledi Local Municipality’s area of 
jurisdiction. It aims at providing a comprehensive view of the municipality’s acknowledgement 
and understanding of its own internal operations, strengths and weaknesses as well as the 
problems faced by the community of Naledi Local Municipality at large. 

The municipality acknowledges that it is important to understand the real causes of the problems 
affecting the community to ensure that informed decisions are made for appropriate solutions 
needed to address these problems. Because of the inherent lack of resources at the 
municipality’s disposal, the municipality, in consultation with the community and other 
stakeholders weighs the identified problems according to their urgency and / or importance and 
come up with those to be addressed first. 

Demographic and socio-economic information: 

The Naledi municipal area has a very low population density of 5.3 people per km^. The urban- 
rural ratio of households indicates that about 51 .2% of the inhabitants of the municipal area do not 
reside in urban settlements but mainly on farms with a subsequent dispersed settlement pattern. 
This urban/ rural ratio is unique for the Free State in that more people reside in the rural areas 
within the municipal area as does in urban settlements. The table below indicates the 
demographic information of the municipal area, which was derived from the last census 
questionnaire and that is used for municipal planning purposes: 

Table 1.2 Demographic information of the municipal area 


Total 

Population 

African 

Coloured 

Indian/Asian 

White 

27,480 

24,784 

936 

94 

1,666 


The socio-economic information for the municipal area is as follows: 

Table 1.3 Socio-economic information for the municipal area 


Unemployment 

rate 

(O/o) 

Proportion 
of households 
with 

no income 

(O/o) 

37.1 

58.8 


Unemployment 
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When unemployment is calculated without taking into consideration the not-economically active 
segment of the population, the average unemployment is 37.1%. The most significant sector 
which has employed most of the people is agriculture with 800. White population group is 
predominantly active in the agricultural sector, while Indian/ Asian group is more dominant in the 
remaining sectors. 

Education 

In general, the area has a poor profile regarding education. Approximately 5.5% of the population 
has no schooling, while about 40% have completed Standard 10 (Grade 12). This has a negative 
effect on the overall economy, as skilled human resources are critical for economic development. 
The following graph indicates the education levels in the area according to the 2003 Census 
figures: 

Table 1.4 Education levels in the area 


No Schooling 

525 

Some Primary 

2,407 

Complete Primary 

1,100 

Some Secondary 

3,800 

STD 10/ Grade 12 

1,307 

Higher 

308 

TOTAL 

9,447 


1.3 Objectives, priorities and Vision and Mission statement of Naledi Municipality 

Despite the many challenges we face, we however remain focused on ensuring that we continue 
to provide services to our community in a sustainable manner. Local government must create the 
participatory framework that defines and enhances the relationship between elected leaders and 
their communities. 

This requires that the council of the municipality provides regular and predictable reporting on 
program performance and the general state of affairs in their locality. One of the key focal areas 
of IDP is, therefore, to serve as means to provide a framework for improved capital expenditure 
and maximum utilisation of Municipal Infrastructure Grants (MIG) and thereby improving service 
delivery provision thus enabling universal access of services by communities in general and free 
basic services to indigent households, in particular. 


Vision Statement 
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The Annual Report is a measure of ensuring that there is regular, impartial feedback to 
stakeholders regarding the progress of the Municipality with the implementation of their vision and 
that accountability and transparency is strengthened. Hence, our vision is to strive to be a 
constantly progressive municipality where quality services and a healthy and safe environment 
empower the harmonised community to develop their own economic security in a sustainable 
local future for all. Naledi Local Municipality is committed to work with all relevant stakeholders at 
all levels in an endeavour to advance its vision and mission. 

Our sustainable development strategies are focused on exploitation and support of key local 
economic sectors to stimulate employment and growth, intensive capital investment in basic 
infrastructure to attract investment and create sustainable communities. These will be realised 
through the creation and maintenance of systems and governance structures to ensure 
accountability to the community. 

Mission Statement 

To work as a committed team towards achieving the municipality’s objectives by means of the 
following: 

• Improve our capacity in terms of resources; 

• Ensure effective communication and consultation between all stakeholders; 

• Absolute commitment towards the implementation of our plans, programs and strategies; 

• Strengthening our institutional capacity; 

• Develop a clear understanding, interpretation and implementation of Local Government 
Legislation and Policies; and 

• Ensure proper accountability relating to clear roles and responsibilities. 

The above stated vision and mission will be attained through the following set of core 
values. 

• Democratic values; 

• Good governance; 

• Transparency; 

• Honesty; 

• Trust; 

• Equity; 

• Commitment; 

• Accountability; and 

• Professional approach. 
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INTRODUCTION 


This chapter speaks to the performance highlights in terms of the Municipality’s IDP, performance 
on basic service delivery and backlogs addressed. It addresses the communication and public 
participation processes of the Municipality to give a holistic view of how the Municipality 
communicates performance to its stakeholders. 

GOOD GOVERNANCE AND PUBLIC PARTICIPATION 

Communication 

Public participation is very important to governance and effective delivery in the municipal area. 
The Naledi Local Municipality has developed a communication strategy which includes structures 
on how to communicate with all its stakeholders. Naledi Local Municipality has had regular 
engagement with local communities through their ward committees and has ensured that in this 
way, their inputs were taken into account. 

PERFORMANCE IN TERMS OF THE NATIONAL KPA’s 

The performance of the municipality against the National KPA’s can be summarised as follows: 
kpa & indicators municipal achievements 

Broader community participation was also enhanced with engagements through the following 
structures, media, publications and other communication tools: 

Table 2.1 KPA & indicators municipal achievement 


Structure/Publication 

Frequently 

Stakeholder 

Objectives 

Ward Committee 

Monthly 

• Ward committee 
members 
(Elected from the 
community) 

• Community 

• Senior 

management 
personnel of 

municipality 

• Informing the 

general public 

and personnel on 
Municipality 
matters etc. 

• Informing the 

community of 

council decisions, 
municipal 

affairs etc. 

• Community 

informing ward 
councillor/ 
municipality of 

their concerns. 

Structure/Publication 

Frequently 

Stakeholder 

Objectives 

Public Meetings 

Annually 

• Mayor and 

councilors 

• Community 

• Informing the 

community of 

council decisions. 
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• Senior 

management 
personnel of 

municipality 

• Community rights 

and duties, 

municipal affairs 
etc. 

• Community 
informing 

councilors and 

officials of their 
issues. 

Council Meetings 

(open to Public) 

Quarterly 

• Mayor and 

councilors 

• Senior 

management 
personnel of 

municipality 

• Informing the 

community of 

council decisions, 
community rights 
and duties, 

municipal affairs 
etc. 

IDP and Budget 

engagement 

Annually 

• Mayor and 

councilors 

• Community 

• Senior 

management 
personnel of 

municipality 

• Informing the 

community of IDP 
and budget 

related matters 

• Obtaining 
community input 
on content of IDP 
and proposed. 

Notices 

As required 

• Community 

• Personnel of 

municipality 

• Informing the 

general public 

and personnel on 
municipal matters 


Service Delivery & Social Analysis 


The situation of the bulk and internal sanitation is as follows: 

Table 2.2 Situation of bulk and internal sanitation 


AREA 

Bulk Sanitation Provision 

Dewetsdorp/Morojaneng 

The municipality was engaged with eradication 
of bucket system for about 233 households 
which would be substituted with full 
waterborne sanitation. 

AREA 

Bulk Sanitation Provision 

Wepener/Qibing/Kanana/Ebenhaeserhoogte 

The municipality was engaged with eradication 
of bucket system for about 50 households 
which would be substituted with full 
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waterborne sanitation. 

It was further engaged with upgrading of 
oxidation ponds 


The internal sanitation provided in Naledi is depicted in the table below: 

Table 2.3 Internal sanitation provided in Naledi 


Town/Area 

Water Borne 

Total 

Number of 
Erven 

Dewetsdorp( 

Morojaneng) 

233 

233 

Wepener 

50 

50 

NALEDI 

LOCAL 

MUNICIPALITY 

283 

283 


Streets and Storm-water 

Table 2.4 Roads, Street and Storm water 


Town/Area 

PAVED 

STREETS (km) 

TOTAL LENGTH 

Dewetsdorp(Morojaneng) 

800 

800 


233 and 50 households that were still exposed to use of bucket system, were substituted with 
waterborne sanitation at Dewetsdorp and Wepener, respectively. 

Paving of SOOkm’s was performed and completed at Dewetsdorp(Morojaneng). Furthermore, 1km 
internal street light installation that began in 2006/2007 was completed during the current financial 
year. 



Chapter 3: Human Resource and other 
Organisational Management 


Chapters: Human Resource and other Organisational Management 
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During the 2007/2008 financial year Naledi Municipality had 134 officials, who individually and 
collectively contribute to the achievement of Municipality’s objectives. The primary objective of 
Human Resource Management is to render an innovative HR service that addresses both skills 
development and an administrative function. 


3.1 HUMAN RESOURCE MANAGEMENT 
Human resource policies 

In order to deliver an effective human resource management function to its workforce, the 
municipality has developed the following strategies, plans and policies; 

Table 3.1 Name of policy Date approved and/or revised 


Sexual and Other Harassment Policy 

29 January 2007 

Smoking Policy 

29 January 2007 

Staff Performance Management Policy 

29 January 2007 

Rainy Day Policy 

29 January 2007 

Substance Abuse Policy(Alcohol and Drugs) 

29 January 2007 

Career/ Succession Planning Policy 

29 January 2007 

Recruitment Policy 

29 January 2007 

Record Management Policy 

29 January 2007 

Vehicle Usage and Vehicle Accident Policy 

29 January 2007 

HIV/AIDS Policy 

29 January 2007 

Network Policy 

29 January 2007 

Promotion and Transfer Policy 

29 January 2007 

Cemetery Block Policy 

29 January 2007 


Skills development and training 

The Work Place Skills Plan (WPSP) of the Municipality for the 2007/08 financial year and the 
implementation Report for the 2007/08 financial year was submitted to the LGSETA on 30 June 
2007. The training programmes that were completed by the municipal staff and councillors are 
summarised in the following tables: 


Staff training 
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Table 3.2 Municipal staff training 


Name of 

training 

Gender 

Race 

programme 

Gender 

Race 

Female 

Male 

African 

Indian/ 

Asian 

Coloured 

White 

Mentorship 
Coaching in 
Pubiic 

Sector 

1 


1 




individuai 
Profiie and 
Leadership 
deveiopment 
for teams 

1 


1 




Leadership 

Change 

Management 

1 

2 

3 




TOTAL 

3 

2 

5 

- 

- 

- 


Table 3.3: Councilor training 


Name of 

training 

programme 

Gender 

Race 

Female 

Male 

African 

Indian/ 

Asian 

Coloured 

White 

Mentorship 
Coaching in 
Pubiic 

Sector 

2 

2 

4 




individuai 
Profiie and 
Leadership 
deveiopment 
for teams 

2 

2 

4 




TOTAL 

4 

4 

8 

- 

- 

- 


ORGANISATIONAL STRUCTURE 
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Core Components of the Administrative wing of the municipality 
Table 3.4 Core Components 


Component 

Key Performance Area 

Municipal Manager’s Office 

♦ Basic Service Delivery and Infrastructure 
Investment; 

♦ Municipal Institutional Development and 

Transformation; 

♦ Local Economic Development; 

♦ Municipal Financial Viability and Management; and 

♦ Good Governance and Public Participation. 

Corporate Services and Social 
Development 

♦ Municipal Institutional Development and 

Transformation 

♦ Basic Service Delivery and Infrastructure 
Investment; 

♦ Local Economic Development 

Technical Services 

♦ Basic Service Delivery and Infrastructure 
Investment; 

Financial Services 

♦ Municipal Financial Viability and Management 
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The internal players of Naledi Local Municipality are as follow: 

3.2 COUNCILORS 
Table 3.5 List of councilors 


NAME 

POLITICAL PARTY 

WARD 

P. Motloi 

ANC 

Proportional 

representative 

councilor 

N. Madidilane 

ANC 

Proportional 

representative 

councilor 

T. Mokheseng 

ANC 

Ward 3 

T. Kole 

ANC 

Ward 4 

M. Mifi 

ANC 

Ward 1 

N. Moroe 

ID 

Ward 2 

F. Filda 

ID 

Proportional 

representative 

councilor 

NAME 

POLITICAL PARTY 

WARD 

B. Van Heerden 

DA 

Proportional 

representative 

councilor 


3.3 MANAGEMENT 

The Municipal Manager is the Accounting Officer of the Municipality. He is the head of the 
administration, and primarily has to serve as chief custodian of service delivery and 
implementation of political priorities. He is assisted by his direct reports and, which constitutes the 
Management Team. This team consists of 3 Directors. The Management team is supported by 
staff employed by the municipality to deliver on municipal services and political priorities. The 
Municipal Manager and Directors are appointed on a fixed term contract period (MSA, s57). 

Section 57 appointments were appointed on an acting basis and were as follows: 

The actual positions filled per post level and per functional level are indicated in the tables below: 
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Table 3.6 Section 57 appointments 


PORTFOLIO 

NAME OF PERSON 

ACTING APPOINTMENT 

LETTER IN PLACE 

Municipal Manager(Acting) 

Mr. T. Motshoikha 

Yes 

Corporate Services 

Manager( Acting) 

Me. Caroline Mokgothu 

Yes 

Chief Financial 

Officer(Acting) 

Messrs Makomota Financial 
Services 

Yes 

Technical Services 

Manager(Acting) 

Mr. S. Lekale 

Yes 


Filled and vacant posts on post levels 

The actual positions filled per post level and per functional level are indicated in the tables below: 

Table 3.7 Filled and vacant posts on post level 


Functional Area 

Filled 

Vacant 

MM & MSA Section 57 

0 

4 

Middle Management 

12 

3 

Supervisors(Junior Managers) 

9 

3 

Clerks 

9 

2 

General Workers 

97 

0 

Temporary workers 

7 

0 

TOTAL 

134 

12 


PER FUNCTIONAL LEVEL 

Table 3.8 Filled and vacant posts per functional level 


Functional Area 

Filled 

Vacant 

Municipal Manager’s Office 

3 

3 

Corporate Services 

9 

3 

Financial Services 

19 

4 

Technical Services 

103 

2 

TOTAL 

134 

12 
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Population and gender statistics on posts filled 

Table 3.9 Statistics on posts filled 



MALES 

FEMALES 

Occupational 

Categories 

AFRICAN 

COLOURED 

INDIAN/ 

ASIAN 

WHITE 

AFRICAN 

COLOURED 

INDIAN/ 

ASIAN 

WHITE 

Senior 
officials and 
managers 

4 




2 




Professionals 

4 

- 

- 

1 

2 

- 

" 

- 

Clerks 

11 

- 

- 

1 

8 

- 

- 

1 

General 

workers 

72 

3 


1 

21 

3 



TOTAL 

91 

3 

- 

3 

33 

3 

- 

1 


Personnel expenditure compared to total operating expenditure 

Table 3.10 Personnel compared operating expenditure 


Financial year 

Total Expenditure 
salary and 

allowances 
(R’OOO) 

Total Operating 

Expenditure 

(R’OOO) 

Percentage 

(o/o) 

2006/2007 

13,291,394 

22,298,860 

59.61 

2007/2008 

12,041,816 

40,605,638 

29.66 


3.4 EMPLOYMENT EQUITY 

The Employment Equity Act dictates that all workplaces promote equity in terms of gender, race 
and disability. Total number of employees determines frequency for submission of employment 
equity plan. Therefore, Naledi Municipality qualifies to submit such report by monthly due to its 
low population. The municipality has an approved employment equity plan that is implemented 
when all vacant posts are filled. 

The transformation statistics were as follows at 30 June 2006: 

Number of employees in each of the following occupational categories: 
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Table 3.11 Number of employees 


Occupational 

Categories 

Male 

Female 

TOTAL 

African 

Coloured 

Indian 

White 

African 

Coloured 

Indian 

White 

Top 

Management 


- 

- 

1 

- 

- 

- 

- 

4 

Middle 

Management 

2 

- 


- 


- 

- 

- 

2 

Professionally 
qualified and 
Experienced 
Specialist 

4 




2 




6 

Skilled 

Technical and 
academically 
qualified 
workers, junior 
management, 
supervisors, 
foreman and 
superintendents 

10 



2 

10 



1 

29 

Semi-skilled 
qualified and 
discretionary 
decision 
making 

69 

3 


1 

18 




98 

Plant and 

machine 
operators and 
assemblers 

3 








3 

TOTAL 

PERMANENT 

91 

3 

- 

3 

30 

3 

- 


131 

Non- 

Permanent 

(employees 

Temps) 





3 




3 

TOTAL 

91 

3 

- 

3 

33 

3 

- 

4 

134 
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Chapter 4: Audited Statements and Related Financial Information 

REPORT OF THE AUDITOR-GENERAL TO THE FREE STATE LEGISLATURE AND THE 
COUNCIL ON THE FINANCIAL STATEMENTS AND PERFORMANCE INFORMATION OF 
NALEDI LOCAL MUNICIPALITY FOR THE YEAR ENDED 30 JUNE 2008 

Follow up matter from prior year audit report. 


REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

1. I was engaged to audit the accompanying financial statements of the Naledi Local 
Municipality which comprise the balance sheet as at 30 June 2008, income statement and 
cash flow statement for the year then ended, and a summary of significant accounting 
policies and other explanatory notes, as set out on pages 53 to 86. 

Responsibility of the accounting officer for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the entity-specific basis of accounting, as set out in 
accounting policy note 1 and in the manner required by the Local Government Municipal 
Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA) and the Division of Revenue 
Act, 2007 (Act No. 1 of 2007 (DoRA). This responsibility includes: 

• designing, implementing and maintaining internal control relevant to the preparation and 
fair presentation of financial statements that are free from material misstatement, whether 
due to fraud or error 

• selecting and applying appropriate accounting policies 

• making accounting estimates that are reasonable in the circumstances. 

Responsibility of the Auditor-General 

As required by section 188 of the Constitution of the Republic of South Africa, 1996 read with 
section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA) and section 126 of the MFMA, 
my responsibility is to express an opinion on these financial statements based on conducting the 
audit in accordance with the International Standards on Auditing and General Notice 616 of 2008, 
issued in Government Gazette No. 31057 of 15 May 2008. Because of the matter(s) discussed in 
the Basis for disclaimer of opinion paragraph(s), however, I was not able to obtain sufficient 
appropriate audit evidence to provide a basis for an audit opinion. 

Basis of accounting 

3. The municipality’s policy is to prepare financial statements on the entity-specific basis of 
accounting, as set out in accounting policy note 1. 
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Basis for disclaimer of opinion 

Fixed assets 

4. Sufficient appropriate audit evidence could not be obtained as to the completeness, existence 
and valuation of fixed assets as disclosed in note 5 to the financial statements amounting to 
R34 915 086 in the current year and R29 742 636 in the previous year, due to the following: 

a) Management did not ensure that a detailed fixed asset register agree to the summarised 
fixed asset register and the general ledger. A difference amounting to R495 383 was noted 
between the detailed and the summarized asset register. Furthermore, a difference of R646 
431 was noted between the detailed fixed asset register and the general ledger. The entity’s 
records did not permit the application of alternative audit procedures. Consequently, I did not 
obtain all the information and explanations I considered necessary to satisfy myself as to the 
existence, valuation and completeness of fixed assets. 

b) I was unable to confirm the existence of vehicles to the value of R488 500. The vehicles 
included in the fixed asset register do not indicate the unique identification numbers such as 
the vehicle registration numbers. I was therefore unable to confirm by alternative means the 
existence of these vehicles. 

c) Debit and credit journal adjustments of R83 964 380 and R88 252 929, respectively, were 
recorded in the prior year without providing appropriate supporting documentation. 
Management could not provide explanations for these journal adjustments and the entity’s 
records did not permit the application of alternative audit procedures. Accordingly, I was not 
able to determine whether any adjustments might be necessary to the amounts shown in the 
financial statements for fixed assets and accumulated surplus. 

d) Supporting documentation could not be obtained for additions to fixed assets amounting to 
R23 276 680 in the current year and R8 973 655 in the previous year. Management does not 
ensure that all documentation is available for audit purposes. There were no alternative 
procedures that I could perform to obtain reasonable assurance as to the valuation of these 
fixed assets. 

e) Sufficient appropriate audit evidence could not be provided for the difference between the 
prior year closing balance as per financial statements and the current year opening balance 
in the general ledger in respect of fixed assets amounting to R3 210 685. Alternative audit 
procedures could not be perform to obtain reasonable assurance regarding the valuation of 
fixed assets in the financial statements. 

f) The council approved that assets amounting to R378 630 be written off in the previous 
financial year. Management could not provide supporting documentation as evidence that 
these assets were written off and removed from the asset register. I was unable to confirm by 
alternative means that these assets were written off. Accordingly, I was not able to determine 
whether any adjustments might be necessary to the amounts shown in the financial 
statements for fixed assets and for accumulated surplus. 

g) Management could not submit supporting documentation for assets written 
off/transferred/redeemed/disposed in the prior year amounting to R73 716 208 as disclosed 
in appendix C of the previous year’s financial statements. The entity’s records did not permit 
the application of alternative audit procedures to confirm that these amounts were written off. 
Accordingly, I was not able to determine whether any adjustments might be necessary to the 
amounts shown in the financial statements for fixed assets and for accumulated surplus. 
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h) Management was unable to submit documentation for journal entries recorded against fixed 
assets amounting to R34 788 139. The entity’s records did not permit the application of 
alternative audit procedures regarding the journals recorded against fixed assets. 
Accordingly, I was not able to determine whether any adjustments might be necessary to the 
amounts shown in the financial statements for fixed assets, surplus for the year and 
accumulated surplus. 

i) Sundry assets were included in the asset register as a total amount of R536 009. No 
supporting documentation could be obtained that indicates the individual assets these 
amounts consist of. The entity’s records did not permit the application of alternative audit 
procedures regarding these assets. Consequently, I did not obtain all the information and 
explanations I considered necessary to satisfy myself as to the existence of these fixed 
assets. 

j) Clinics to the value of R1 061 242 were not transferred to the Department of Health. 
Management did not adhere to the council resolution stipulating that clinics should be 
transferred to the provincial administration. I was unable to confirm or verify by alternative 
means that the title deeds were indeed transferred to the Department of Health. Accordingly, 

I was not able to determine whether any adjustments might be necessary to the amounts 
shown in the financial statements for fixed assets and accumulated surplus. 

k) The existence of properties as included in the asset register to the value of R6 381 323 could 
not be confirmed, because the asset generic description of properties was not indicated. The 
entity’s records did not permit the application of alternative audit procedures regarding these 
assets. 

5. Fixed assets as recorded in the financial statements were not recognised in accordance with 
to the municipality’s accounting policy which states that fixed assets are stated at historical 
cost, or at valuation (based on the market price at date of acquisition), where assets have 
been acquired by grant or donation. While they are in existence and fit for use, except in case 
of bulk assets which are written off at the end of their estimated life as determined by the 
CFO and approved by Council. The following discrepancies were noted: 

a) The Wepener swimming pool was physically verified and although not in a working 
condition, was still included in the fixed asset register which forms part of fixed assets 
as disclosed in the financial statements. The municipality did not perform periodic 
asset counts during the period under review. Had this asset been properly valued, 
fixed assets and accumulated surplus would have been reduced by R392 000. 

b) Assets disposed of were still included in the asset register which forms part of fixed 
assets as disclosed in the financial statements. Had these assets been excluded from 
the asset register, fixed assets would have been reduced and expenditure increased 
by R419 395. 

c) According to the Centlec asset register a vehicle valued at R142 736 was utilised in 
the Naledi area. This vehicle was registered in the name of Mangaung Local 
Municipality instead of Naledi local municipality as it was acquired with the funds of 
the Naledi Local municipality. Although the vehicle was registered in the name of 
Mangaung local municipality, it was also included in the register of the Naledi local 
municipality when consolidating the financial statements. This matter was also 
reported in the 2006-07 financial year and has still not been corrected by 


24 



management. Had this asset been removed from the asset register, fixed assets 
would have been reduced by R142 736 and receivables increased by R142 736. 

d) The value of the showgrounds property was indicated in the asset register of Naledi 
local municipality as R573 000. According to the valuation roll this is not the property 
of the municipality as it is registered in the name of a private firm. This is a result of 
management not reconciling the asset register and the valuation roll to ensure that 
only properties that belong to the municipality are included in the fixed asset register. 
Had these asset been removed from the asset register, fixed assets and accumulated 
surplus would have been reduced by R573 000. 

e) Assets to the value of R40 338 470 identified on the valuation roll could not be traced 
through to the asset register. Had these assets been included in the asset register, 
fixed assets and accumulated surplus would have been increased by R40 338 470. 

6. The financial statements of Centlec indicates an amount of R992 301 for fixed assets while 
appendix C indicates an amount of R5 297 411 for assets and an amount of R3 971 803 in 
respect of loans redeemed and other capital receipts. The net fixed assets as recorded in 
appendix C only indicate an amount of R1 325 608, resulting in overstatement of fixed assets 
and accumulated surplus by an amount of R333 307. 

Accumulated surplus or deficit 

7. Management could not provide sufficient supporting documentation for journals amounting to 
R8 126 173 recorded against accumulated surplus. The entity’s records did not permit the 
application of alternative audit procedures to confirm the journals recorded against this 
account. Consequently, I did not obtain all the information and explanations I considered 
necessary to satisfy myself as to the existence, completeness and valuation of accumulated 
surplus disclosed in the financial statements. 

8. A prior year error relating to expenditure for the 2006-07 financial year that was paid and 
recorded during the 2007-08 financial year was incorrectly rectified by management. 
Accumulated surplus account was credited instead of debited. Management did not ensure 
that corrections made with rgard to the prior year were accurately recorded and correct. Had 
this correction been made correctly, accumulated surplus would have been decreased by 
R168 590 and expenditure decreased by R168 590. 

9. Revenue disclosed in the 2006-07 financial statements exceeded the revenue recorded in the 
general ledger by R3 674 730. No explanation could be obtained from management with 
regard to this difference for the prior year. The entity’s records did not permit the application 
of alternative audit procedures. Accordingly, I was not able to determine whether any 
adjustments might be necessary to the amounts shown in the financial statements for 
accumulated surplus. 

10. Management was unable to provide supporting documentation for a journal recorded in the 
2006-07 financial year amounting to R949 568 between the appropriation account and the 
sewerage equitable share account. The entity’s records did not permit the application of 
alternative audit procedures. Consequently, I did not obtain all the information and 
explanations I considered necessary to satisfy myself as to the existence and valuation of 
accumulated surplus disclosed in the financial statements. 
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Creditors 


1 1 . Audit assurance could not be obtained as to the existence, completeness, rights and 
obligations of creditors as disclosed on the balance sheet amounting to R12 185 211 for the 
current year and RIO 234 209 in the previous year, due to the following: 

a) Sufficient appropriate evidence could not provided for the difference between the prior year 
closing balance in the financial statements and the current year opening balance in the 
general ledger amounting to R2 755 151. The entity’s records did not permit the application of 
alternative audit procedures. Accordingly, I was not able to determine whether any 
adjustments might be necessary to the amounts shown in the financial statements for 
creditors. 

b) Management was unable to provide supporting documentation in respect of journal entries 
recorded against the creditors account amounting to R3 395 229. The entity’s records did not 
permit the application of alternative audit procedures. Accordingly, I was not able to 
determine whether any adjustments might be necessary to the amounts recorded in the 
financial statements for creditors and the surplus for the year. 

c) Sufficient appropriate evidence could not be obtained for the difference amounting to 
R1 353 525 between the grants not utilised, as disclosed in the balance sheet, and unspent 
conditional grants as disclosed in note 27 of the financial statements. Explanations could also 
not be provided for the difference of R344 819 between the grants not utilised, as disclosed in 
the financial statements, and amounts recorded in the general ledger. The entity’s records did 
not permit the application of alternative audit procedures. Accordingly, I was not able to 
determine whether any adjustments might be necessary to the amounts shown in the 
financial statements for creditors. 

d) Management could not provide explanations for the difference of R3 638 043 between the 
amount disclosed as creditors on the balance sheet and the supporting documentation 
provided. I was unable to confirm or verify by alternative means the carrying value of 
creditors included in the financial statements. Accordingly, I was not able to determine 
whether any adjustments might be necessary to the amounts shown in the financial 
statements for creditors. 

e) Credit and debit journals entries amounting to R7 528 462 and R4 025 397 respectively were 
processed against creditor accounts in the 2006-07 financial year for which no sufficent 
appropriate documentation could be provided. The entity’s records did not permit the 
application of alternative audit procedures. Accordingly, I was not able to determine whether 
any adjustments might be necessary to the amounts shown in the financial statements for 
creditors and accumulated surplus. 

f) Management could not provide sufficient appropriate evidence for the difference of 
R2 774 311 between the creditor amounts as disclosed on the balance sheet and the 
amounts per general ledger for 2006-07 financial year. Explanations could also not be 
provided for the difference of R52 165 between the trade creditor amount disclosed in the 
financial statements and the supporting creditor list. The entity’s records did not permit the 
application of alternative audit procedures. Accordingly, I was not able to determine whether 
any adjustments might be necessary to the amounts shown in the financial statements for 
creditors and accumulated surplus. 
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12. A recalculation was performed of creditors included in the creditors list that was disclosed in 
the financial statements. Creditors outstanding at year-end were incorrectly calculated, 
resulting in creditors and expenditure being understated by R500 990. 

13. Creditors amounting to R597 007 were not disclosed in the financial statements at year-end, 
resulting in creditors and expenditure being understated by R597 007. 

14. Receipts amounting to R4 226 870 were allocated to a creditor suspense account and 
disclosed under creditors in the financial statements. This amount should have been 
allocated against the debtor accounts, consequently creditors and debtors were overstated 
by R4 226 870. 

15. In terms of section 65(2)(b)(i) of the MFMA, the accounting officer should, inter alia, ensure 
that all expenditure is recognised when incurred. Not all services rendered during the 2006- 
07 financial year had been accounted for. Management did not follow up and resolve this 
matter. As a result, creditors were understated and accumulated surplus overstated by 
R2 064 906. 

16. Centlec’s financial statements include an amount of R639 357 for the current year and R272 
226 for the prior year as being receivable from Naledi, but not recorded as payable in 
Naledi’s financial records. The nature and origin of this debtor are due to a net amount for the 
expenses incurred by Centlec on behalf of Naledi, and revenue received by Centlec on behalf 
of Naledi. Consequently, creditors were understated and accumulated surplus overstated by 
R639 357. 

17. Centlec’s financial statements indicate an amount of R529 215 for creditors in the financial 
statements. In preparing the financial statements for Naledi, an amount of R753 092 was 
included, resulting in a difference of R223 877. Due to management’s unwillingness to adjust 
the error, creditors were overstated and accumulated surplus understated by R223 877. 

18. Unspent conditional grants and receipts, as disclosed in note 27 to the financial statements, 
differ from the supporting schedules by the amount of R1 313 972. Management did not 
ensure that the supporting schedules to the financial statements agree with the notes to the 
financial statements. I was therefore unable to determine whether any adjustments might be 
necessary to the amounts shown in the financial statements for creditors. 

Personnel expenditure 

19. Due to lack of supporting documentation, it was not possible to obtain adequate audit 
assurance as to the occurrence, completeness, accuracy and classification of expenditure to 
the amount of R12 041 816 as disclosed in appendix D to the financial statements, due to the 
following: 

a) Management could not provide sufficient supporting documentation for journals to the amount 
of R9 570 814. The entity’s records did not permit the application of alternative audit 
procedures. 

b) Supporting evidence relating to employee and employee-related costs to the amount of R2 
628 302 could not be obtained. In the absence of adequate supporting documentation it was 
also not possible to perform alternative procedures. 

c) Management could not provide explanations for the difference of R1 516 090 between the 
salaries, wages and allowances disclosed in appendix D and the amount per general ledger. 
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In the absence of adequate supporting documentation it was also not possible to perform 
alternative procedures. 

20. Section 124(1)(c) of the Municipal Finance Management Act, 2003 (Act No. 56 of 2003) 
stipulates that the notes to the annual financial statements of a municipality must include 
particulars of the salaries, allowances and benefits of the municipal manager, the chief 
financial officer, and every senior manager as well as categories of other officials as may be 
prescribed. The amounts disclosed in note 15 to the financial statements did not agree to the 
amounts recorded in the salary system. Management did not ensure that the amounts 
disclosed in the financial statements were compared to the amounts recorded in the salary 
system for correctness. The note to the financial statements was therefore understated by 
R339 687. 

21. Section 125(a)(b) and (c) of the Municipal Finance Management Act, 2003 (Act No. 56 of 
2003) states; The note to the financial statement of the municipality must include the total 
amount of contributions to organised local government for the financial year, and the amount 
of any contribution outstanding as at the end of the financial year; and the total amounts paid 
in audit fees, taxes, levies , duties and pension and medical aid contribution, and whether any 
amounts were outstanding as at the end of the financial year. The total contributions for the 
year, the total amount paid and the amount outstanding at year-end for PAYE, UIF, SDL, 
medical aid and pension fund were not disclosed in the financial statements. The amount 
outstanding at year-end for PAYE, UIF and SDL was R97 072. The amounts declared and 
paid relating to pension totalled R925 727, and for medical aid R1 088 438. Therefore, the 
municipality did not comply with the MFMA. 


Expenditure 

22. Audit assurance could not be obtained as to the occurrence, completeness, accuracy and 
classification of expenditure as disclosed in the income statement amounting to R40 605 638 
due to the following: 

a) Sufficient supporting documentation could not be provided for journal entries recorded 
against the expenditure accounts amounting to R5 832 504. The entity’s records did not 
permit the application of alternative audit procedures. Accordingly, I was not able to 
determine whether any adjustments might be necessary to the amounts shown in the 
financial statements for expenditure. 

b) Sufficient supporting documentation could not be provided for expenditure transactions 
amounting to R592 294. The entity’s records did not permit the application of alternative audit 
procedures. 

c) Individual loan agreements for capital purchases made by Centlec on behalf of the Naledi 
local municipality could not be obtained. I was unable to confirm or verify by alternative 
means the expenditure relating to long-term liabilities amounting to R224 460. Accordingly, I 
was not able to determine whether any adjustments might be necessary to the amounts 
shown in the financial statements for expenditure, long-term liabilities, surplus for the year 
and accumulated surplus. 
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d) A service agreement with the firm providing the services of chief financial officer could not 
be submitted by management. Payments amounting to R214 936 were made to this service 
provider during the financial year. The entity’s records did not permit the application of 
alternative audit procedures. 

23. Transactions amounting to R844 619 were incorrectly allocated as expenditure. Sufficient 
monitoring controls were not effected by management to ensure that transactions are 
correctly classified. Expenditure is overstated by R844 619, revenue is understated by 
R186 297, personnel expenditure is understated by R1 16 125, fixed assets is understated by 
R900 777 and creditors is overstated by R14 014. 

24. Section 122(1) of the MFMA requires a municipality to prepare financial statements which, 
inter alia, fairly present the financial results and its financial position as at the end of the 
financial year. Expenditure of R4 453 798 incurred during the 2006-07 financial year had 
incorrectly been accounted for as expenditure for the 2007-08 financial year. Expenditure and 
accumulated surplus were consequently overstated by R4 453 798. 

25. When the conditions of the conditional grant are met, the expenditure incurred is transferred 
to expenditure in the income statement and the revenue equal to the expenditure incurred 
during the financial year is recognised. The amount recognised as revenue in the income 
statement does not reconcile to the amount that should have been recognised in terms of the 
conditional grants accounts. Reconciliations are not performed between the expenditure and 
revenue recognised in the income statement and the conditional grant accounts. 
Consequently, revenue and expenditure are overstated by R1 171 436. 

26. Centlec’s financial statements indicate an amount of R6 895 163 in respect of expenditure. 
However, the amount included in the financial statements of Naledi local municipality is 
R7 243 685, with the difference of R348 522 resulting in overstatement of expenditure and 
accumulated surplus by R348 522. 

Debtors 

27. Audit assurance as to the existence, completeness, rights and obligations as well as 
valuation and allocation of debtors as disclosed in the balance sheet amounting to R29 336 
881 in the current year and R17 281 187 in the previous year could not be confirmed due to 
the following; 

a) Management was unable to provide explanations for the variances identified between the 
annual financial statements and the source documents supporting the amounts as disclosed 
in the balance sheet. I was therefore unable to confirm or verify by alternative means the 
carrying value of debtors included in the financial statements. Accordingly, I was not able to 
determine whether any adjustments might be necessary to the amounts shown in the 
financial statements for debtors. 

i) A variance of R7 899 was identified between the debtor amount disclosed in the 
financial statements and the amount per general ledger. 

ii) The age analysis on 30 June 2008 and the debtor accounts in the general ledger 
differ by an amount of R483 187. Reconciliations were not performed between the 
debtor sub-ledger accounts and the general ledger. 
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iii) The opening balance on the debtor accounts in the general ledger for the 2007-08 
financial year and the closing balance on the debtor accounts in the general ledger for 
the 2006-07 financial year differ by an amount of R13 482. 

iv) Debtors as disclosed in the 2006-07 financial statements and the closing balance on 
the debtor accounts in the general ledger for the 2006-07 financial year differ by an 
amount of R725 475. 

Due to the variances identified in the age analysis, the existence and valuation of debtors 
older than 90 days could not be verified. Thus the correctness of the provision for bad debts 
to the amount of R15 022 982 is doubtful. No evidence could be obtained that legal action 
had been taken to recover outstanding debtors; therefore the recoverability of debtors is also 
doubtful. 

b) No supporting documentation could be obtained in respect of the credit journals in the 
previous year amounting to R1 150 757. I was unable to confirm or verify by alternative 
means the carrying opening balance of debtors included in the financial statements. 
Accordingly, I was not able to determine whether any adjustments might be necessary to the 
amounts shown in the financial statements for debtors and accumulated surplus. 

c) Sufficient supporting documentation could not be provided in respect of journal entries 
recorded against debtor accounts amounting to R4 188 461 in the current year and R884 004 
in the previous year. The entity’s records did not permit the application of alternative audit 
procedures. Accordingly, I was not able to determine whether any adjustments might be 
necessary to the amounts shown in the financial statements for debtors. 

d) Sufficient supporting documentation could not be provided in respect of unknown debtor 
accounts to the amount of R134 085 included in the age analysis at year-end. The entity’s 
records did not permit the application of alternative audit procedures. Consequently, I did not 
obtain all the information and explanations I considered necessary to satisfy myself as to the 
existence of these debtors. 

e) Sufficient appropriate audit evidence could not be obtained in respect of a variance to the 
amount of R4 247 808 between the amount disclosed in the financial statements for the 
2005-06 financial year and the amount per general ledger. Due to lack of supporting 
documentation, I was unable to confirm or verify by alternative means the opening balance of 
debtors included in the financial statements. Accordingly, I was not able to determine whether 
any adjustments might be necessary to the amounts shown in the financial statements for 
debtors and accumulated surplus. 

f) Management could not provide explanations for the difference of R3 205 414 between the 
general ledger accounts for VAT and the VAT 201 reports for the month ended 30 June 2008. 
I was therefore unable to confirm or verify by alternative means the valuation of the VAT 
amounts that should be included under debtors as disclosed in the balance sheet. 
Accordingly, I was not able to determine whether any adjustments might be necessary to the 
amounts shown in the financial statements for debtors and surplus for the period. 

g) Supporting documentation could not be provided for the amount of R480 260 included under 
debtors in respect of VAT relating to Centlec. Confirmation or verification by alternative 
means could not be obtained. Accordingly, I was not able to determine whether any 
adjustments might be necessary to the amounts shown in the financial statements for debtors 
and surplus for the period. 
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28. Reticulation losses as reported in the prior year had not been followed up and resolved by 
management. These losses increased from R336 295 in the prior year to R1 874 896 in the 
current year. No indication could be obtained from the management of the municipality as to 
how the increase of 457% would be corrected. 

29. Amounts recoverable from the employees and service providers totalling R270 548 were 
incorrectly disclosed as prepayments in the financial statements, resulting in overstatement of 
prepayments and understatement of debtors by R270 548. 

30. Interest on outstanding debtor accounts was not levied for 11 months during the 2007-08 
financial year, which is contrary to the stipulations of the municipal credit control policy. Had 
the interest been levied, debtors and income would have been increased by R4 521 317. 

31. Receipts amounting to R424 702 in the prior year were not recorded and accounted for 
against the relevant debtor and revenue accounts. Due to prior year errors which had not 
been rectified, I was unable to confirm or verify by alternative means the opening balance of 
debtors included in the financial statements. Accordingly, I was not able to determine whether 
any adjustments might be necessary to the amounts shown in the financial statements for 
debtors and accumulated surplus. This was also reported in the previous financial year. 

32. Discrepancies were reported in the prior year in respect of revenue not being recorded, 
duplication of journals, conditional grants not being utilised for their intended purpose, output 
VAT not declared on MIG grant and input VAT not claimed but not followed up and resolved 
by management. Due to these errors not being rectified, debtors and accumulated surplus 
were understated by R4 652 626. 

33. Output VAT in the prior year was incorrectly debited by an amount of R677 439, resulting in 
overstatement of debtors and accumulated surplus. This was also reported in the previous 
financial year. 

34. An amount of R161 911 receivable from SARS relating to the November 2007 VAT return 
was incorrectly allocated by SARS to the PAYE account and reflected as amount due by the 
municipality. A correcting journal entry was not passed between the VAT account and the 
PAYE account in the municipality’s records. Due to lack of reconciliations between the 
records of the municipality and the records of SARS, debtors and creditors were overstated 
by R161 911. 

35. Section 125(1)(c) of the Municipal Finance Management Act, 2003 (Act No. 56 of 2003) 
states: The notes to the financial statements of a municipality must include the total amounts 
paid in audit fees, taxes, levies, duties and pension and medical aid contributions, and 
whether ar7y amounts were outstanding as at the end of the financial year. The balance 
outstanding as at the end of the financial year owed by SARS to the municipality regarding 
VAT amounting to R4 734 369 was not disclosed in the notes to the financial statements. The 
municipality did not comply with this section of the act. 

36. Input VAT was always claimed incorrectly and in some instances not claimed at all although 
the municipality is entitled to claim from SARS. In these instances, the municipality did not 
comply with the provisions of the VAT Act, 1991 (Act No. 89 of 1991), consequently 
expenditure was understated and debtors overstated by R910 454. 
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Unauthorised expenditure 

37. Unauthorised expenditure is defined in the MFMA as any expenditure incurred by a 
municipality otherwise than in accordance with section 15 or 11(3), and includes 
overspending of the total amount appropriated in the municipality’s approved budget, 
overspending of the total amount appropriated for a vote in the approved budget, and 
expenditure from a vote unrelated to the department or functional area covered by the vote. 
An overspending of the total amount appropriated for a vote in the approved budget was 
realised by the municipality to the amount of R9 264 497. The overspending was in respect of 
community services and was not disclosed in the financial statements as required by section 
125(2)(d)ofthe MFMA. 

Commitments 

38. Approved capital projects to the amount of R1 688 698, as disclosed in note 26 to the 
financial statements, were not complete and accurately valued. Projects amounting to RIO 
933 340 were indentified in the list of contractors but not considered in determining the 
contractual obligations; consequently, commitments had been understated by R9 244 642. 

Revenue 

39. Fruitless and wasteful expenditure incurred in respect of interest paid to Bloemwater 

amounting to R1 096 554 was not disclosed as a note to the financial statements. 

Furthermore, the transaction was incorrectly recorded in the financial records as revenue 
instead of expenditure, resulting in revenue and expenditure being understated by 
R1 096 554. 

40. The amount recorded in the municipal financial records in respect of prepaid electricity 

amount to R4 229 959 (excluding VAT). However, the total amount for the year indicated in 

Actaris (Cape Town) transaction files in respect of prepaid electricity sold is R4 069 541 
(excluding VAT); consequently, revenue has been overstated and payables understated by 
R160 418. 

41. An amount of R586 704 was received from the auctioneers for assets disposed of on an 
auction held on behalf of the municipality. This amount was recorded as profit on sales. This 
was actually the net amounts received and all of the amounts relating to this transaction were 
not recorded. As a result, expenditure was understated by R111 143, revenue was 
understated by R39 091 and debtors were overstated by R72 051 . 

42. Audit assurance as to the occurrence, completeness, accuracy and classification of revenue 
as disclosed in the income statement to the amount of R45 679 709 could not be obtained 
due to the following; 

a) Sufficient supporting documentation could not be provided in respect of journal entries 
recorded against revenue accounts amounting to R1 682 281. The entity’s records did not 
permit the application of alternative audit procedures. Accordingly, I was not able to 
determine whether any adjustments might be necessary to the amounts shown in the 
financial statements for revenue. 

b) Manual water reading registers in respect of revenue collected for water usage to the amount 
of R390 228 could not be provided. The entity’s records did not permit the application of 
alternative audit procedures. Consequently, I did not obtain all the information and 
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explanations I considered necessary to satisfy myself as to the occurrence, accuracy, and 
completeness of water income as disclosed in the income statement to the amount of R342 
306. 

c) A complete list/register for rotating electricity meters registered in the Naledi district could not 
be provided. The entity’s records did not permit the application of alternative audit 
procedures. Consequently, I did not obtain all the information and explanations I considered 
necessary to satisfy myself as to the completeness of electricity income as disclosed in the 
income statement to the amount of R2 475 385. 

Irregular expenditure 

43. Section 1 of the MFMA defines irregular expenditure as expenditure incurred by a 
municipality in contravention of, or not in accordance with, a requirement of this act, and 
which had not been condoned in terms of section 170; expenditure incurred by a municipality 
in contravention of, or not in accordance with, the requirement of the Municipal Systems Act 
and which had not been condoned in terms of the act; or expenditure incurred by a 
municipality in contravention of or not in accordance with a requirement of the municipality’s 
supply chain management policy, and which had not been condoned in terms of such policy 
or by-law. Irregular expenditure disclosed in note 19.1 to the financial statements was 
understated by R2 359 595 in the current and R1 899 257 in the prior year, due to the 
following: 

44. Irregular expenditure to the amount of R294 000 was disclosed in note 19.1 to the financial 
statements. The amount disclosed in the note does not meet the definition of irregular 
expenditure as these expenses were in respect of unbudgeted expenditure. The expenditure 
should have been disclosed as unauthorised expenditure. The result was an overstatement 
of irregular expenditure and understatement of unauthorised expenditure by the same 
amount. 

45. Irregular expenditure identified in the prior year audit amounting to R1 734 141 was not 
disclosed as irregular expenditure in the comparative figures of the financial statements as 
required by section 125(2)(d) of the MFMA. 

46. Irregular expenditure to the amount of R2 653 595 was incurred due to supply chain 
management policy and supply chain management regulations not being adhered to. 

47. Councillors’ remuneration in the prior year was not paid in accordance with SALGA upper 
limits set in section 7 of the Remuneration of Public Office Bearers Act, 1998 (Act No. 20 of 
1998), read with the Government Notice R1125 of 14 November 2005 and R653 of 
30 June 2006. The amount disclosed in note 16 to the financial statements in respect of prior 
year includes overpayments of R165 116, due to upper limits being exceeded. This matter 
was also reported in the previous financial year. 

Fruitless and wasteful expenditure 

48. Fruitless and wasteful expenditure is defined in the MFMA as expenditure that was made in 
vain and would have been avoided had reasonable care been exercised. The municipality 
incurred fruitless and wasteful expenditure amounting to R123 876 due to the following: 

49. Remuneration was paid to the previous acting municipal manager until end of June 2008 to 
the amount of R123 876, although his contract had expired at the end of February 2008. 
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50. The municipality incurred overpayments and duplicate payments in the prior year to the 
amount of R209 353. 

Long-term liabilities 

51. Due to lack of sufficient appropriate audit evidence relating to individual loan agreements in 
respect of expenditure transactions for capital purchases by Centlec on behalf of Naledi Local 
Municipality, I was unable to confirm or verify by alternative means the carrying value of the 
long-term liabilities amounting to R879 176 in the current year and R992 301 in the prior year. 
Consequently, I did not obtain all the information and explanations I considered necessary to 
satisfy myself as to the existence, completeness, rights and obligations as well as the 
valuation and allocation of long term liabilities as disclosed on the balance sheet. 

Cash and cash equivalents 

52. Presented in the financial statements submitted by Centlec to Naledi local municipality is a 
bank overdraft of R647 042 in the current year and R277 500 in the prior year. These 
balances were not taken into account in the disclosure of cash and bank of R4 643 027 
(2007: R2 579 450) on the balance sheet of the Naledi local municipality. Had these balances 
been included on the balance sheet, the bank overdraft would have been stated at R647 042 
for the current year and R277 500 in the prior year. The accumulated surplus would have 
been reduced by the same amount. 

53. According to section 64(2)(d) of the MFMA the accounting officer should ensure that all 
monies received by the municipality are promptly deposited into the municipality’s primary 
bank account. Deposits of R106 541 indicated in the general ledger could not be traced to 
bank statements or outstanding deposits in the bank reconciliation of the prior year. Due lack 
of preparing bank reconciliations on a monthly basis, cash and cash equivalents in the prior 
year as disclosed on the balance sheet had been understated and the creditors suspense 
account overstated by R106 541 . 

Provisions 

54. The leave records of the municipality and its records of work attendance were not reliable for 
purposes of establishing the accuracy and completeness of leave to the credit of officials at 
year-end. The leave records were therefore not a reliable basis for calculation of the provision 
for leave as included on the balance sheet and disclosed in note 12 to the financial 
statements. Therefore it was not possible to verify the correct valuation of the provision for 
leave amounting to R803 550. In the absence of reliable leave records it was also not 
possible to perform alternative procedures to accurately determine the value of the provision. 

Leases 

55. The municipality’s accounting policy for leased assets states: Fixed assets held under finance 
lease are capitalised. Such assets are effectively amortized over the term of the lease 
agreement. Finance charges are allocated to accounting period over the duration of the 
leases, by the effective interest rate method, which reflects the extent and cost of lease 
finance, utilised in each accounting period. All other leases are treated as operating leases 
and the relevant rentals are charged against the operating account in a systematic manner 
related to the period of use of the assets concerned. The operating lease disclosed in note 9 
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to the financial statements relates to an agreement entered into in 2008-09 financial year. 
The agreement was signed on 20/06/2008 and the first instalment was paid in the 2008-09 
financial year. Consequently, leases as disclosed on the balance sheet and in note 9 to the 
financial statements had been overstated by R505 296. 

Inventory 

56. The municipality’s accounting policy for inventory states: Inventory (stores and materials) is 
valued at the lower of cost, determined on the weighted average basis, and net realizable 
value. Obsolete and redundant stock amounting to R182 972 noted during the physical count 
was not written off. This is as a result of council meetings not being held during the financial 
year. Consequently, inventory was overstated by R182 972, accumulated surplus overstated 
by R124 501 and expenditure understated by R58 471. 

Financial statements 

57. Section 122(1 )(a) states; Every municipality must for each financial year prepare annual 
financial statements which fairly represents the state of affairs of the municipality, its 
performance against budget, its management of revenue, expenditure, assets and liabilities, 
its business activities, its financial results, and its financial position as at the end of the 
financial year. The following discrepancies were noted in the presentation of the financial 
statements submitted by the management of the municipality; 

58. The amount for current liabilities for the prior year as disclosed in note 13 to the financial 
statements did not agree to the amounts referenced to the note according to the balance 
sheet due to grants not utilised and other liabilities not included in the note to the amount of 
R2 129 605 and R1 031 854 respectively. 

59. Budget deficit as disclosed in the income statement in respect of community services was 
overstated by R288 846 due to recorded budget figures not agreeing to the adjusted budget 
as approved by the council. 

60. The comparative figure in respect of cash generated by operations in the cash flow statement 
did not agree to the amount recorded in note 20 to the financial statements. The cash flow 
statement reflects an amount of R5 318 865 and the note disclosed an amount of 
R2 688 856. 

61. The comparative figure in respect of overdraftj/increase in cash on hand in the cash flow 
statement did not agree to the amount recorded in note 24 to the financial statements. The 
cash flow statement reflects an amount of R153 436 and the note disclosed an amount of 
R741 491. 

62. The amounts in note 21 used to determine the increase/(decrease) in creditors in the prior 
year exclude grants not utilised and other liabilities amounting to R2 129 605 and R1 031 854 
respectively. The increase/(decrease) in creditors as disclosed in the cash flow statement 
was therefore understated by R3 161 459. 

63. The comparative amounts in note 16 to the financial statements did not agree with the signed 
prior year financial statements. The amount in respect of under/over- provision to the amount 
of R242 024 disclosed in the prior year was not included in the comparative figures. 
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64. Interest earned on the primary bank account amounting to R28 730 was not disclosed in note 
17 to the financial statements. Furthermore, interest paid to Bloemwater amounting to 
R130 373 was also not disclosed. 

Disclaimer of opinion 

12. Because of the significance of the matters described in the Basis for disclaimer of opinion 
paragraphs, I have not been able to obtain sufficient appropriate audit evidence to provide a 
basis for an audit opinion on the financial statements of Naledi Local Municipality. 
Accordingly, I do not express an opinion on the financial statements. 

Emphasis of matters 

I draw attention to the following matters: 

Going concern 

65. The municipality experienced serious difficulties regarding debt collection and there was no 
evidence that the municipality had taken action to deal with the defaulters. Debtor days 
outstanding increased significantly from 294 days in the prior year to 817 days in the current 
year. The existence and valuation of debtors older than 90 days could not be verified. Thus 
the correctness of the provision for bad debts of R15 022 982 is doubtful. We have serious 
concerns as the recoverability of debtors. The liquidity ratios decreased compared to the 
previous year and the municipality might not be in the position to meet its current obligations 
in the normal course of business. The average payment period also increased significantly 
from 247 days in the prior year to 379 days in the current year. The council did not have 
sufficient investments to cover funds and reserves. Accumulated funds, reserves and trust 
funds amounted to R42 091 355, while the external investments and bank balance amounted 
to R103 996 and R4 643 027 respectively, which is an indication that funds had been utilised 
for operating activities. The budget expenditure was exceeded during the financial year under 
review. The municipality utilised an overdraft facility for a period of five months during the 
financial year under review. In January 2008 the overdraft facility amounted to R1 978 518. 
Council approval for this overdraft facility could also not be obtained. The provision for bad 
debts increased by 54% while creditors increased by 55%. Redundant stock was not written 
off at year-end, which could have resulted in a worse scenario as reflected in the financial 
statements had these items been written off. The municipality was significantly dependent on 
the national and provincial government for its continued sustainability. This, along with other 
matters, points to the existence of a material uncertainty that may cast significant doubt on 
the municipality’s ability to continue as a going concern. 

Material inconsistencies in information included in the annual report 

66. As disclosed in note 1.1 of the chief financial officer’s report, the budget deficit for rates and 
general services amounted to R515 855. This was inconsistent with the budget deficit as 
disclosed in the income statement to the amount of R1 722 930. 

67. As disclosed in note 3 of the chief financial officer’s report, the comparative figure for current 
bank accounts amounted to R502 145. This is inconsistent with the comparative figure of R2 
579 451 as disclosed on the balance sheet. 
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OTHER MATTER(S) 


I draw attention to the following matters that relate to my responsibilities in the audit of the 
financial statements: 

Internal controls 

68. Section 62(1)(c)(i) of the MFMA states that the accounting officer must ensure that the 
municipality has and maintains effective, efficient and transparent systems of financial and 
risk management and internal control. The table below depicts the root causes that gave rise 
to the inefficiencies in the system of internal control, which led to the disclaimer of opinion. 
The root causes are categorised according to the five components of an effective system of 
internal control. In some instances deficiencies exist in more than one internal control 
component. 


Reporting item 

Control 

environme 

nt 

Risk 

assessmen 

t 

Control 

activitie 

s 

Information 

and 

communicatio 

n 

Monitorin 

g 

Fixed assets 

X 


X 


X 

Accumulated 
surplus or deficit 





X 

Creditors 

X 


X 


X 

Personnel 

expenditure 



X 


X 

Expenditure 

X 


X 


X 

Debtors 


X 

X 


X 

Unauthorised 

expenditure 

X 





Commitments 





X 

Revenue 



X 


X 

Irregular 

expenditure 

X 


X 


X 

Long-term 

liabilities 



X 



Cash and cash 



X 
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Non-compliance with applicable legislation 

Municipal Finance Management Act 

69. Disposal of assets was not handled as stipulated in section 14 of the MFMA. 

70. The budget file and documentation, with evidence of the revision process, could not be 
submitted to confirm compliance with section 53 of the MFMA. 

71. No recovery plan could be obtained with regard to unauthorised, fruitless and wasteful 
expenditure as required by section 62(1 )(d) of the MFMA. 

72. Contrary to section 62(1)(c)(i) of the MFMA, the municipality did not have a risk management 
policy in place. A risk assessment was last conducted in July 2005. 
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73. Reconciliations for revenue were not performed as required by section 64(2)(h) of the MFMA. 

74. Contrary to the prescripts of section 65(2)(e) of the MFMA, numerous instances were 
identified where suppliers were not paid within 30 days and no proof could be obtained of any 
measures implemented to track the submission and payment of invoices to ensure 
compliance with this section of the MFMA. 

75. The delegation of powers could not be submitted; consequently, I could not satisfy myself as 
to whether the municipality had complied with the stipulations of section 82 of the MFMA. 

76. Declarations of interest could not be provided; consequently, I could not satisfy myself that 
the municipality had complied with the provisions of Supply Chain Management Regulations, 
2005, 46(2)(c) and 46(3)(b). 

77. Quotations were not obtained as required by Regulation 12(1) of the Municipal Supply Chain 
Management Regulations, 2005. 

Municipal Systems Act 

78. Contrary to sections 12 and 98 of the MSA, the municipality has not developed and adopted 
any by-laws. 

79. Contrary to section 76(b) of the MSA, four service delivery agreements could not be 
submitted. 

Municipal Structures Act 

80. Contrary to section 37(c) of the MSA, minutes could not be submitted for all council meetings. 

Division of Revenue Act 

81. Although the municipality appropriates the Municipal Infrastructure Grant in its annual budget, 
the certificate required by section 1 1 of DORA could not be submitted. 

82. Proof that the municipality certifies to National Treasury that each programme had been 
extensively appropriated and funded by this allocation in the annual budget, as required by 
section 1 1(2) of DoRA, could not be submitted. 

Matters of governance 

83. The MFMA tasks the accounting officer with a number of responsibilities concerning financial 
and risk management and internal control. Fundamental to achieving this is the 
implementation of certain key governance responsibilities, which I have assessed as follows: 


Matter of governance 

Yes 

No 

Audit committee 



• The municipality had an audit committee in operation throughout 
the financial year. 


X 

• The audit committee operates in accordance with approved, 
written terms of reference. 


X 

• The audit committee substantially fulfilled its responsibilities for 
the year, as set out in section 166(2) of the MFMA. 


X 
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Matter of governance 

Yes 

No 

Internal audit 



• The municipality had an internal audit function in operation 
throughout the financial year. 


X 

• The internal audit function operates in terms of an approved 
internal audit plan. 


X 

• The internal audit function substantially fulfilled its responsibilities 
for the year, as set out in section 1 65(2) of the MFMA. 


X 

Other matters of governance 



• The annual financial statements were submitted for audit as per 
the legislated deadlines in section 126 of the MFMA. 


X 

• The annual report was submitted to the auditor for consideration 
prior to the date of the auditor’s report. 


X 

• The financial statements submitted for audit were not subject to 
any material amendments resulting from the audit. 


X 

• No significant difficulties were experienced during the audit 
concerning delays or the unavailability of expected information 
and/or the unavailability of senior management. 


X 

• The prior year's external audit recommendations have been 
substantially implemented. 


X 

• The Provincial SCOPA resolutions have been substantially 
implemented. 


X 

Implementation of Standards of Generally Recognised 

Accounting Practice (GRAP) 



• The municipality submitted an implementation plan, detailing 
progress towards full compliance with GRAP, to the National 
Treasury and the relevant provincial treasury before 30 October 
2007. 


X 

• The municipality substantially complied with the implementation 
plan it submitted to the National Treasury and the relevant 
provincial treasury before 30 October 2007, detailing its progress 
towards full compliance with GRAP. 


X 

• The municipality submitted an implementation plan, detailing 
further progress towards full compliance with GRAP, to the 
National Treasury and the relevant provincial treasury before 31 
March 2008. 


X 
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Unaudited supplementary schedules 

84. The supplementary information set out in pages 83 to 85 of the financial statements does not 
form part of the financial statements and is presented as additional information. I have not 
audited this schedule and accordingly I do not express an opinion thereon. 

OTHER REPORTING RESPONSIBILITIES 

Reporting on performance information 

85. 1 was engaged to review the performance information. 

Responsibility of the accounting officer for the performance information 

86. In terms of section 121(3)(c) of the MFMA, the annual report of a municipality must include 
the annual performance report of the municipality prepared by the municipality in terms of 
section 46 of the Local Government: Municipal Systems Act, 2000 (Act No. 32 of 2000) 
(MSA). 

Responsibility of the Auditor-General 

87. 1 conducted my engagement in accordance with section 13 of the PAA read with General 
Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 2008, and section 
45 of the MSA. 

88. In terms of the foregoing my engagement included performing procedures of an audit nature 
to obtain sufficient appropriate evidence about the performance information and related 
systems, processes and procedures. The procedures selected depend on the auditor’s 
judgement. 

89. 1 believe that the evidence I have obtained is sufficient and appropriate to provide a basis for 
the audit findings reported below. 

Audit findings 

Non-compliance with regulatory requirements 

No reporting of performance information 

90. The municipality has not reported performance against predetermined objectives, as required 
by section 41 of MSA. 

Review of performance management system 

91. Proof could not be submitted that quarterly reviews were performed during the year under 
review and that the community was involved in the review process, as required by section 42 
of the MSA. 

92. The municipality has not established mechanisms to monitor and review its performance 
management system according to section 40 of the MSA. 
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Performance management system (PMS) 

93. No proof could be obtained that the performance management system was adopted before or 
at the same time that the municipality commenced with the process of setting key 
performance indicators and targets in accordance with its integrated development plan, as 
stipulated by Regulation 8 of the Municipal Planning and Performance Management 
Regulations, 2001. 

94. No proof could be obtained that the community was involved in the development, 
implementation and review of the PMS or that an appropriate forum was in place and that the 
community was involved in setting the KPIs as required by section 42 of the MSA. 

Integrated development plan (IDP) 

95. The IDP did not reflect the requirements as per section 26(h) of the MSA. 

96. No input, output and outcome indicators were included in the IDP as required by section 
41(1)(a) of the MSA and Regulation 9(1 )(a) of the Municipal Planning and Performance 
Management Regulations, 2001. 

97. The IDP review process plan for 2006-201 1 was approved on 14 September 2006. However, 
it was not compiled timeously as required by section 28(1) of the MSA. The IDP review plan 
must be compiled within a prescribed period after the start of the elected term. The IDP 
review process was approved more than two years after the election. 

98. The IDP was incomplete as it did not include targets per objectives as stipulated in section 
41(1)(b) of the Municipal Systems Act. 

99. No proof could be obtained that the municipality had given the public 14 days notice prior to 
the adoption of its integrated development plan, as stipulated in section 25(4)(a) of the MSA. 

100. No proof could be obtained that a copy of the IDP was sent to the MEC for local 
government in the province within 10 days after the adoption of the plan, as prescribed by 
section 32(1 )(a) of the MSA. 

Service delivery budget implementation plan (SDBIP) 

101. The municipality’s service delivery and budget implementation plan (SDBIP) was not 
approved by the mayor within 28 days after the approval of the budget, as required by 
section 53(1 )(c) of the MFMA. The SDBIP was only approved on 25 July 2007. 

Budget 

102. No developmental priorities and objectives were included in the municipality’s 2007-08 
budget, as required by Regulation 6(a) of the Municipal Planning and Performance 
Management Regulations, 2001. 

Proper functioning of a performance audit committee 

103. No performance audit committee was in place during the year under review as required by 
Regulation 14(3)(a) of the Municipal Planning and Performance Management Regulations, 
2001 . 
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APPRECIATION 

104. The assistance rendered by the staff of the Naledi Local Municipality during the audit is 
sincerely appreciated. 


Bloemfontein 

30 January 2009 



AUDITOR-GENERAL 
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Foreword by the Mayor 

The Constitution of the Republic of South Africa, 1996 outlines the following objects for local 
municipalities; 

• to provide democratic and accountable government for local communities; 

• to ensure the provision of services to communities in a sustainable manner; 

• to promote social and economic development; 

• to promote a save and healthy environment; and 

• to encourage the involvement of communities and community organizations in the matters 
of the municipality. 

Now is the time to measure the performance of the Municipality for the year ending 
30 June 2008 against the above objectives. 

I can say unequivocally that: 

• The municipality has provided a democratic and accountable government to the 
communities of Naledi 

• The peaceful and enthusiastic co-operation of the communities is a proof of their 
satisfaction with Council; 

• Council takes pride in the high standard and affordability of services; 

• The dedication of the welfare department shows Council's commitment and care to the 
poor; 

• Council has laid down the infrastructure necessary to enhance an environment in which 
economic growth can take place; 

I am grateful to the Speaker, the Executive Committee, Councillors, the Municipal Manager, 
Heads of Department and all personnel for their support, friendly co-operation and hard work 
during the past year. 


M.P Motloi 
Mayor 

15 September 2008 
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Naledi Local Municipality 

Report of the Chief Financial Officer 
for the year ended 30 June 2008 

Introduction 

It is a pleasure to present this report for the year ended 30 June 2008. 
1 OPERATING RESULTS 


Details of the operating results per classification, department and object of expenditure are 
included in Appendices D and E. The applicable statistics are shown in Appendix F. The overall 
operating results for the year ended 30 June 2008 are as follows: 



Actual 

Actual 

Variance 

Budget 

Variance 

Income 

2007 

2008 

2007/2008 

2008 

Actual/Budget 


R 

R 

% 

R 

% 

Opening Surplus 
Income for the 

27,836,343 

30,939,688 

10% 

- 

0% 

year 

25,349,944 

45,679,709 

45% 

45,742,307 

0.14% 

Total 

53,186,287 

76,567,709 

31% 

45,742,307 

68% 

Expenditure 






Expenditure for 
the year 

22,298,861 

40,605,638 

45% 

45,742,307 

-11% 

Total 

22,298,862 

35,962,071 

45% 

45,742,307 

-11% 


Rates and general services 



Actual 

Actual 

Variance 

Budget 

Variance 


2007 

2008 

2007/2008 

2008 

Actual/Budget 


R 

R 

% 

R 

% 

Income 

18,012,702 

26,176,643 

45% 

6,199,458 

322% 

Expenditure 

(16,026,772) 

26,749,374) 

67% 

(6,715,313) 

298% 

Surplus/(deficit) 

1,985,930 

(572,731) 

-129% 

(515,855) 

11% 
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Naledi Local Municipality 

Report of the Chief Financial Officer 

for the year ended 30 June 2008 (continued) 

1.2 Housing Services 



Actual 

Actual 

Variance 

Budget 

Variance 


2007 

2008 

2007/2008 

2008 

Actual/Budget 


R 

R 

% 

R 

% 

Income 

49,425 

85,236 

42% 

42,840 

99% 

Expenditure 

- 

(4,880) 

-100% 

(15,000) 

-67% 

Surplus 

49,425 

80,356 

-63% 

27,840 

189% 


Surplus as % of 

total income 100% 


1.3 Trade Services 

The price for the purchase of electricity and water are subject to the announced tariffs. The tariffs 
levied are based on the operating expenditure of the service. The following is a summary of the 
operating results of the municipality’s trading services, which reflect surpluses in respect of both 
the electricity services and for the water services. 


1.3.1 Electricity 


Actual 

Actual 

Variance 

Budget 

Variance 

2007 

2008 

2007/2008 

2008 

Actual/Budget 

R 

R 

% 

R 

% 


Income 

221,743 

7,107,746 

97% 

872,764 

714% 

Expenditure 

(61,181) 

(7,251,343) 

99% 

(627,764) 

1055% 

Surplus 

160,562 

(143,597) 

-12% 

245,000 

-159% 
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Naledi Local Municipality 

Report of the Chief Financial Officer 

for the year ended 30 June 2008 (continued) 


1 .3.2 Water 


Actual 

Actual 

Variance 

Budget 

Variance 

2007 

2008 

2007/2008 

2008 

Actual/Budget 

R 

R 

% 

R 

% 


Income 

6,987,373 

12,310,083 

76% 

15,109,883 

-19% 

Expenditure 

(6,210,908) 

(6,600,041) 

6% 

(13,659,794) 

-52% 

Surplus 

776,465 

5,710,042 

635% 

1,450,089 

294% 


2 CAPITAL EXPENDITURE AND FINANCING 


During the year fixed assets amount increased by R 25,400,757.24 This is 64.67% more than 
the previous year. The actual capital expenditure is R 14,140,849 and consists of the following. 

Actual Budget Actual 

2007 2008 2008 

R R R 


Upgrade of admin offices and equipment 1 ,579 

Recreation (Parks & Sport fields) 2,418,977 

Training and IT Equipment 68,393 

Sewerage 12,108 

Water Management 5,214,990 

CENTLEC (non cash movement) 1,269,716 

8,985,763 


The following resources were utilised to finance the fixed assets; 


1.770.000 

560.000 

7,000,000 

2 . 200.000 

180.000 
11,710,000 


1,621,459 

873,396 

9,921,339 

1,724,655 

332,947 

14,473,796 
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Naledi Local Municipality 

Report of the Chief Financial Officer 

for the year ended 30 June 2008 (continued) 


2007 2008 2008 

R R R 

Revenue 

Contributions other grants 


19,928 2,110,000 1,419,076 

8,965,835 9,600,000 13,054,720 

8,985,763 11,710,000 14,473,796 


Details of capital expenditure and financing are shown in Appendix B and C. 


3 EXTERNAL LOANS, INVESTMENTS AND CASH 

The current and comparative figures for external loans, investments and cash are as follows: 



2008 

2007 


R 

R 

Current Bank Accounts 

4,643,027 

502,145 

Investments 

103,996 

92,567 


4,747,023 

594,712 


More information regarding external loans, investments and cash are disclosed in note 7 and 
Appendix B to the financial statements 
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Naledi Local Municipality 


Report of the Chief Financial Officer 

for the year ended 30 June 2008 (continued) 

4 FUNDS, RESERVES AND PROVISIONS 

The total of all funds amounted to ...R 5, 919, 742. ..as at 30 June 2008. Details are as follows: 


2008 2007 

R R 

Statutory Funds 2,765,749 2,666,103 

Trust Funds 2,051,930 1,981,436 

Provisions 1,102,062 1,135,668 

5,919,741 5,782,863 


More information regarding funds and provisions are disclosed in notes 1, 2 and 12 and 
Appendix A to the financial statements. These funds are not represented by investments with 
financial institutions. 


5 POST BALANCE SHEET EVENTS 


There were no items, transactions or events of a material or unusual nature likely to affect 
significantly the operations of the municipality or its results in the current or future financial years. 

7 APPRECIATION 

I would like to thank the Mayor, Councilors, the Municipal Manager, Departmental Heads and all 
officials for the support given to me and the staff of my own office during the year. 


15/09/2008 

Date 

L Mofokeng 
Acting CFO 
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Naledi Local Municipality 

Accounting policies 

for the year ended 30 June 2008 

1 Basis of presentation 

1.1 The financial statement have been prepared so as to conform to the standard laid down 
by the Institute of Municipal Treasures and Accountants in its Code of Practice for Local 
Government Accounting (1997) and the Publishes Annual Financial Statement for Local 
authorities (second edition-January 1996 as amended). 

1 .2 The financial statement are prepared on the history cost basis, adjusted for fixed assets 
as more fully detailed in Accounting Policy note 3. The accounting policies are 
consistent with those applied in the previous year, except if othenwise indicated. 


1 .3 The financial statements are prepared on the accrual basis as stated: 

■ Income is accrued when measurable and available to finance operations. Certain direct 
income is accrued when received, such as traffic fines and certain licenses. 

Expenditure is accrued in the year it is incurred. 


2 Consolidation 

The financial statement includes the Rates and General services. Housing services. 
Trading services and the different funds and reserves. All inter departmental charges 
are set-off against each other, with the exception of assessment rates, refuse removal, 
sewerage , electricity and water. 


3 Fixed assets 
3.1 Fixed assets are stated: 


At historical cost, or 

- At valuation(based on the market price at date of acquisition), where assets have been 
acquired by grant or donation while they are in existence and fit for use, except in the 
case of bulk assets which are written off at the end of their estimated life as determined 
by the CFO and approved by the Council. 
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Naledi Local Municipality 

Accounting policies 

for the year ended 30 June 2008 (continued) 

3.2 Depreciation 

The balance shown under the heading "Loans Redeemed and Other Capital Receipts" 
in the notes to the balance sheet is tantamount to a provision for depreciation; however, 
certain structural differences do exist. 

By way of this "Provision" assets are written down immediately or over the period of the 
long term loan being the source of finance of the particular asset or group of assets. 
Apart from advances from the various Council funds, assets may also be acquired 
through: 

- Appropriation from income, where the full cost of the asset forms an immediate and 
direct charge against operating income. Provision for additional depreciation is deemed 
unnecessary. 

- Grants and donations where the amount representing the value of such grant or 
donation is immediately credited to the "Loans Redeemed and Other Capital Receipts" 
account. 


3.3 Sales of fixed assets 

All net proceeds from the sale of fixed property are credited to the Trust fund. Net 
proceeds from the sale of all other assets are credited to the Statement of Income and 
Expenditure. 

3.4 Financing 

Fixed assets are financed from different sources, including external loans, operating 
income, endowments and internal advances. These loans and advances are repaid 
within the estimated lives of the assets acquired from such loans or advances. Interest 
is charged to the service concerned at the ruling interest rate applicable at the time that 
the advance is made. 

4 Inventory 

Inventory (stores and materials) is valued at the lower of cost, determined on the 
weighted average basis, and net realisable value. 
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Naledi Local Municipality 

Accounting policies 

for the year ended 30 June 2008 (continued) 

5 Funds and reserves 
5.1 Capital development fund 


The Capital development fund ordinance no.40 of 1962, requires a minimum 
contribution of 1 ,0% of the defined income for the immediately preceding financial year. 


Erven Trust Fund 

The Erven Trust fund is used to finance the acquisition of land for housing development 
projects. When land owned by the Council is sold, all proceeds there from are credited 
to the Erven Trust Fund. 


The Erven Trust fund is used to finance the acquisition of land for housing development 
projects. When land owned by the Council is sold, all proceeds there from are credited 
to the Erven Trust Fund. This Fund is utilised for financing projects of a lasting non- 
productive nature as prescribed in Sec.85(1)(b) of the Local Government 
Ordinance, 1962 (Ordinance no. 8 of 1962). 


5.3 Bad Debts Reserves 

Contributions from the revenue account are made to build up bad debts reserves for the 
future loss in respect of bad debts. This fund will be utilised when council approval is 
given for the writing off bad debts. 

6 Retirement benefits 

Naledi Local Municipality and its employees contribute to the SALA Pension Fund and 
other employees of Naledi Local Municipality contribute to the Free State Provident 
Fund, Free State Pension Fund, Samwu Provident Fund, which provides retirement 
benefit to such employees. The retirement benefit is subject to the Pension Fund Act of 
1956, with pension being calculated on the final pensionable remuneration paid. Current 
contributions are charged against operating income on the basis of current services 
costs. 

7 Surpluses and deficits 

Any surpluses or deficit arising from the operation of the Electricity and Water services 
are transferred to Rates and General services. 
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8 Treatment of administration and other overhead expenses 

The costs of internal support service are transferred to the different services in 
accordance with the Institute Report on Accounting for Support Services (June 1990). 

9 Leased Asset 

Leases are at present treated as set out below: 

Fixed assets held under finance leases are capitalised. Such assets are effectively 
amortised over the term of the lease agreement. 

- Finance charges are allocated to accounting period over the duration of the leases, by 
the effective interest rate method, which reflects the extent and cost of lease finance, 
utilised in each accounting period. 

- All other leases are treated as operating leases and the relevant rentals are charged 

against the operating account in a systematic manner related to the period of use of the 
assets concerned. 

Lease of farms income is recognised on a straight line over the lease contract period. 

10 Provisions 

Provisions are created for the liabilities or contingencies which are known at the date of 
the balance sheet but for which the amounts involved cannot be determined with 
substantial accuracy. 

11 Investments 

Investment are shown at the lower of cost or market value if a permanent decline in the 
value occurred, and are invested per Circular issued by the Provincial Legislature. 

12 Deferred Charges 

There are at present no deferred charges, but if accrued, the balance outstanding of the 
cost incurred in raising loans on the capital market, will be recovered from operating 
income over the period of the various loans involved. 


13 Income recognition 

13.1 Water billing 

Meters in industrial areas, premises with high-tension supplies, high-density residential 
areas and certain selected residential areas are read and billed monthly. 

Meters on all other properties are read and billed on a monthly basis. 
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13.2 Electricity billing 

The municipality has outsourced the electricity function to CENTLEC. The results from 
CENTLEC are consolidated on a line by line basis. 

13.3 Assessment rates 

Dewetsdorp/Morojaneng and Wepener Municipality levy assessment rates based on the 
value of the property. The value of the property consists of the land, buildings and the 
value of improvements. Rebates are granted to state properties, according to the 
percentage council agrees on. 

Van Stadensrus does not levy assessment rates bases on the value of the property. 
Assessment rates are levied at a fixed basic site levy and are not based on the value of 
property. 


14 Irregular, fruitless and wasteful and unauthorised expenditure 

Irregular expenditure means expenditure incurred in contravention of, or not in 
accordance with, a requirement of any applicable legislation, including: 

The MFMA or any provincial legislation providing for procurement procedures in the 
Provincial Government. 

Fruitless and wasteful expenditure means expenditure that was made in vain and could 
have been avoided had reasonable care been exercised. 

Unauthorised expenditure means expenditure not in accordance with the purpose of a 
vote or, in a case of a main division, not in accordance with the purpose of the main 
division. 
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Capital employed Funds 

Statutory funds 

Retained surplus/(Accumulated deficit) 

Trust funds 

Long term liabilities 

Consumer deposits - Services 

Employment of capital 

Fixed assets 

Prepayments 

Investments 

Net current assets 

Current assets 

Inventory 
Debtors 
Bank and cash 

Current liabilities 

Provisions 

Creditors 

Income received in advance 
Grants not utilised 
Other liabilities 

Short term portion of long term liabilities 


2008 2007 

Note R R 


1 

2,765,749 

2,666,103 

18 

37,273,676 

30,939,688 

2 

2,051,930 

1,918,092 

3 

879,176 

992,301 

4 

335,331 

317,199 


43 , 305,862 

36 , 833,383 

5 

34,915,086 

29,742,636 

6 

281,660 

119,562 

7 

103,996 

92,567 


35 , 300,742 

29 , 954,766 


8,005,123 

6,878,617 


35 , 057,133 

21 , 527,710 

10 

1,077,225 

1,667,072 

11 

29,336,881 

17,281,187 

28 

4,643,027 

2,579,451 


( 27 , 052 , 010 ) 

( 14 , 649 , 093 ) 

12 

(1,102,062) 

(1,135,668) 

13 

(12,185,211) 

(10,234,209) 

8 

- 

(3,912) 

13 

(8,407,399) 

(2,129,605) 

13 

(5,243,852) 

(1,031,854) 

3 

(113,485) 

(113,845) 


43 , 305,864 

36 , 833,383 
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Actual 


Budget 


Actual 

Surplus/(defic 


Actual 

expenditur 


surplus/(defic 

Actual revenue 

expenditure 

it) 

Description 

revenue 

e 

Surplus/(deficit) 

it) 

2007 

2007 

2007 


2008 

2008 

2008 

2008 

R 

R 

R 

Rates and general 

R 

R 

R 

R 

18,012,702 

16,026,772 

1,985,930 

services 

26,176,643 

26,749,374 

(572,731) 

(1,722,930) 

9,140,526 

11,676,574 

(2,536,048) 

Community services 

14,228,656 

21,737,078 

(7,508,422) 

(3,192,522) 

1,255,945 

1,872,363 

(616,418) 

Subsidised services 

1,642,046 

2,427,554 

(785,508) 

(462,390) 

7,616,231 

2,477,835 

5,138,396 

Economical services 

10,305,941 

2,584,742 

7,721,199 

1,931,982 

49,425 

- 

49,425 

Housing services 

85,236 

4,880 

80,356 

27,840 

7,209,116 

6,272,089 

937,027 

Trade services 

12,703,624 

6,607,699 

6,095,924 

1,695,090 

78,701 

. 

78,701 

CENTLEC 

6,714,206 

7,243,685 

(529,479) 

. 

25,349,944 

22,298,861 

3,051,082 

Total 

45,679,709 

40,605,638 

5,088,221 

- 


52,263 

Appropriation for the year ( Refer note 18 ) 

1,245,767 

3,103,345 

Net surplus for the year 

6,333,988 

27,836,343 

Retained surplus/(deficit) at the beginning of the year 

30,939,688 

30,939,688 

Retained surplus/ (Accumulated deficit) at the end 
of the year 

37,273,676 


(Refer to Appendices E for more information) 
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2008 2007 

Note R R 

Cash retained from operating activities 11,689,870 8,844,041 


Cash generated 


11,800,485 

8,799,400 

Cash generated by operations 

20 

12,909,593 

5,318,865 

External Investment income 

17 

8,888 

31,192 

Increase/decrease in working capital 

21 

(1,117,996) 

3,449,343 

Less: External interest paid 

17 

(110,615) 

(44,641) 

Cash available from operations 


11,689,870 

8,844,041 

Cash utilised in investing activities 




Increase in investments 

23 

(11,429) 

(23,821) 

Investment in fixed assets 

5 

(14,140,849) 

(8,973,655) 

Net proceeds on disposal of fixed assets 

5 

494,045 

- 

Net cash flow 


(1,968,363) 

(153,436) 

Cash effects of financing activities 




Decrease in external long term loans 

22 

(113,845) 

- 

lncrease/(decrease) in consumer deposit 

4 

18,632 

- 

(Overdraftyincrease in cash on hand 

24 

2,063,576 

153,436 

Net cash utilised 


1,968,363 

(153,436) 
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2008 2007 

R R 

1 Statutory funds 

Capital Development Fund - Electricity 
Capital Development Fund - General 
Capital Development Fund - Sewerage 
Capital Development Fund - Water 


1.1 See appendix A 

2 Trust Fund 


Erven Trust Fund 

2,051,930 

1,918,092 

See appendix A 



Long term liabilities 



External Loans: CENTLEC 

1,106,146 

1,219,991 

Redeemed in the current year 

(113,485) 

(113,845) 


992,661 

1,106,146 

Less: current portion transferred to current liabilities - 
note 2.1 

(113,485) 

(113,845) 


879,176 

992,301 


Loan opening balance adjusted as it was redeemed twice. 
3.1 See appendix B 

None of the loans mentioned above are secured. 


287,603 287,602 

1,819,688 1,788,186 

297,370 266,105 

361,088 324,210 

2,765,749 2,666,103 
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for the 

year ended 30 June 2008 (continued) 

2008 

R 

2007 

R 

4 

Consumer deposits 




Electricity & Water 

335,331 

317,199 



335,331 

317,199 

5 

Fixed assets**** 




Fixed assets at the beginning of the year 

Fixed Asset adjustments from prior year relating to Motheo 

146,470,777 

64,159,544 

District Municipality 


56,388,995 

Fixed Asset additions from Motheo District Municipality Transfers 

Correction through appropriation account (non cash 

12,368,257 

movement)* 

11,259,908 

- 

Capital expenditure 

14,140,849 

8,973,655 

CENTLEC Assets consolidated 

- 

4,964,464 

Less: assets written-off, transferred or disposed off 

(5,641,027) 

(384,138) 

Total fixed assets 

166,230,508 

146,470,777 

Less: loans redeemed and other capital receipts 

(131,315,421) 

(116,728,141) 

Net fixed assets 

34,915,086 

29,742,636 


****Exclude cost of clinics that belong to provincial government 

5.1 See appendix C and section 2 of the report of the Chief Financial Officer. 
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6 Prepayments** 

Prepayments relating to s57 of MFMA settling contracts 


Manager A CS MGWADLEKA (add current 5615.83)** 
Manager B - BT KHOASE (add 7310.62)** 

CV Mokgothu (Telkom)** 

Marang Solutions (debt collections) 

Friday Management solutions (overpayments)** 


** refer to note 19 


2008 2007 

R R 


34,064 28,448 

98,425 91,114 

5,364 
11,112 

132,695 ^ 

281,660 119,562 


7 Investments 
Listed 


Sanlam Shares 

3,915 

3,915 

Unlisted 

ABSA Bank ( Money Market Fund) 

19,785 

17,933 

ABSA Bank ( Money Market Fund) 

40,128 

36,372 

Senwes 

16,981 

14,310 

OVK 

23,187 

20,037 

Total 

103,996 

92,567 


Market Value of listed investments and 
managements' valuation of unlisted investments 



Listed investments 

3,915 

3,915 


Unlisted investments 

100,081 

88,652 


No investments had been ceded to secure any loans 



8 

Income received in advance 




Income received in advance in respect of lease rentals 
for municipal camps 

. 

3,912 
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9 Leases 

Lease rentals receivable: Municipal Camps 


Receivable within 12 months 

Receivable between 1 and no later than 5 years 

Later than 5 years 


2008 2007 

R R 


73,480 70,775 

169,739 148,627 


243,219 219,402 


The municipality has entered into a 3 year lease with individuals in which they rent 
municipal camps / farms over a period of 3 years. The rental amounts escalate with 10 % 
p/a. 

However the municipality had ended the rentals referred to in the prior financial year and 
entered into new agreements. 


Lease of office equipment 

Receivable within 12 months 168,432 45,408 

Receivable between 1 and no later than 5 years 336,864 90,816 

Later than 5 years - - 

505,296 136,224 


The municipality has entered into a 3 year operating lease with a service provider for the 
leasing of office equipments. The lease has 0% escalation p/a 

However the municipality had ended the rentals referred to in the prior financial year and 
entered into new agreements. 


10 Inventory 


Inventory represents consumables, raw material, water 
stock, work- in- progress and finished gods. Where 
necessary specific provision has been made for obsolete 

inventory. 1,077,225 1,667,072 
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2008 

2007 



R 

R 

11 

Debtors 




Current Debtors ( consumers ) 

38,510,492 

25,691,894 


Current Debtors ( other ) 

5,849,371 

1,357,871 



44,359,863 

27,049,765 


Less: provision for bad debts 

(15,022,982) 

(9,768,578) 



29,336,881 

17,281,187 


Bad debts: 2008: R 15,022,981 .78_ (2007: R .00).9,768,578.00) 



Consumer Debtors: Age Analysis 




Current 

975,101 

857,091 


Over 30 days 

1,028,349 

842,755 


Over 60 days 

1,771,456 

816,580 


Over 90 days 

34,252,398 

23,876,278 



38,027,305 

26,392,704 

12 

Provisions 




Leave reserve 

803,550 

770,551 


Bonuses 

298,512 

365,117 


Provision for bad debts 

15,022,982 

9,768,578 


Less: Provision allocated to debtors ( refer to note 9 ) 

(15,022,982) 

(9,768,578) 



1,102,062 

1,135,668 

12.1 

See appendix A 




13 Creditors 



Town Hall Deposits 

500 

- 

Trade Creditors 

12,185,211 

6,083,849 

CENTLEC Related Creditors 

- 

472,471 

Grants not utilized 

8,407,399 

3,677,888 

Sundry Creditors 

5,243,852 

- 


25,836,462 

10,234,207 
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2008 

2007 


R 

R 


Valuation 

Actual 

14 Assessment rates 

date value 

Income 


2008 

2008 

Assessable - Land 

6,610,025 

3,562,543 

Assessable - Improvements 

55,620,200 

- 

Non Assessable - Land 

5,374,650 

- 

Non Assessable - Improvements 

46,933,350 

- 


114,538,225 

3,562,543 


The valuation of land and improvements is done every 5 years. The 2008 valuation role 
has not as of yet been approved by the council. 

During the 2006/2007 and 2007/2008 financial years, the Department of Public Works 
received a 20% rebate on assessment rates 

15 Section 124 disclosure relating to Councilors & Officials 

Councilor's Remuneration 

Mayor 

Councilors' Allowances 


481,315 382,828 

892,915 787,474 

1,374,231 1,170,302 


Officials Remuneration 

Municipal Manager 
Manager Technical Services 
CFO 

Manager Corporate and Community Services 


492,619 431,964 

295,448 393,991 

142,759 271,656 

246,602 393,991 

1,177,428 1,491,602 


There had been two acting municipal managers for the year under review. Also the 
municipality only appointed an acting CFO in March of the current financial year. 
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2008 2007 

R R 

Benefits in kind 

The Executive Mayor is full-time councilors. He is entitled to offices and secretarial 
support by the Council offices and secretarial support by the Council. 


Related party transactions 

The total amount of goods and services bought from 

related parties are as follows: 

Mr. MP Mifi (Morojaneng Funeral Services) 10,450 


16 Auditor's Remuneration 

Opening balance 
Current Year 
Under / Over provision 
Paid 


764,181 

1,395,403 764,181 

(1,918,447) - 

241,137 764,181 


17 Finance Transactions 

Total interest paid and earned 

(8,888) (31,192) 

110,615 44,641 

101,727 13,449 


- Interest Earned 

- Interest Paid 


Capital Charges debited to operating account: 

- Interest - Internal 

- Interest - External 110,615 12,458 

- Redemption - Internal 

- Redemption - External 1 13,845 22,621 

224,460 35,079 
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2008 

2007 

Retained (deficit) / surplus 

Appropriation Account 

R 

R 

Retained (deficit) / surplus at the beginning of the year 
Adjustment to the opening figures due to incorrect 

30,939,688 

27,836,343 

additions 

- 

(257,182) 

Operating (deficit ) / surplus for the year 

5,088,221 

3,051,082 

Appropriation 

- 

309,445 

- Prior year adjustment 

1,245,767 

- 

Retained (deficit ) / surplus at the end of the year 

37,273,676 

30,939,688 

Operating Account 

Movement in Capital Development Fund - General 

31,503 

59,371 

Movement in Capital Development Fund - Sewerage 

31,265 

29,577 

Movement in Capital Development Fund - Water 

36,878 

33,695 

Movement in Land Reserve 

240,049 

240,049 

Movement in Provision for bad debts 

5,254,404 

- 

Movement in Provision for bonuses 

(66,605) 

126,659 

Movement in Provision for leave 

32,999 

- 

Fruitless and wasteful expenditure disclosure 

Opening balances 

- 

- 

Interest charged on outstanding water bulk purchase 

1,096,554 

- 

Prepayments (refer to note 6) 

150,986 

- 

Recovering 

(150,986) 

- 

Approved or condoned by council 

- 

- 


1,096,554 

- 

Irregular expenditure 

Opening balances 

- 

- 

Irregular expenditure current year 

294,000 

- 

Recovering 

- 

- 

Approved or condoned by council 

- 

- 


294,000 

- 


68 



Naledi Local Municipality 

Notes to the financial statements 

for the year ended 30 June 2008 (continued) 


20 Cash generated by operations 

(Deficit)/surplus for the year 

Assets not previously capitalized 
Adjustments in respect of: 

Previous years' adjustments 
Interest received external 
Appropriations charged against income: 
Statutory Funds & Erven Trust 
Provisions and reserves 
Capital Expenditure 
Unreconciled adjustments/expenditure 
Net proceeds on disposal of assets 
Capital charges: 

Net finance cost 

- External loans 
Redemption: 

- External loans 


21 (lncrease)/decrease in working capital 

(lncrease)/decrease in inventory 
(Increasej/decrease in debtors 
lncrease/(decrease) in creditors 

22 lncrease/(decrease) in long term liabilities 

Loans repaid 

23 (lncrease)/decrease in cash investments 

Investment realised 


2008 

2007 

R 

R 

5 , 088,221 

3 , 103,345 


1 , 245,767 


6 , 360,033 

( 449 , 568 ) 

170,140 

139,236 

5 , 220,798 

( 608 , 732 ) 

1 , 419,076 

19,928 

44,063 

- 

( 494 , 045 ) 

- 

215,572 

35,079 

101,727 

12,458 

101,727 

12,458 

113,845 

22,621 

113,845 

22,621 


12,909,593 

2,688,856 


589,847 

3 , 041,421 

( 17 , 310 , 098 ) 

2 , 157,436 

15 , 602,254 

( 1 , 749 , 514 ) 

(1,117,996) 

3,449,343 


113,845 

- 

11,249 

23,821 
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2008 2007 

R R 

24 (lncrease)/decrease in cash and bank 

Cash and bank balance at the beginning of the year 2,579,451 (1,837,960) 

Less: cash and bank balance at the end of the year 4,643,027 2,579,451 

2,063,576 741,491 

25 Retirement benefits - pension Fund 

Naledi municipality and its employees contribute to the Free State Municipal Pension 
Fund and Sala Pension Fund. Both these funds are financially sound 

26 Contingent liabilities and contractual obligations 

No contingent liabilities for the year under review. 

Contractual Obligations 

Dewetsdorp: Waterborne Sanitation 
Wepener: Construction of 1 .5ml Reservoir 


Contingent asset/pending legal case against previous municipal official 

The council has pending legal case against former Chief Financial Officer to recover 
amount of R560 000 

27 Unspent conditional Grants & Receipts 

27.1 Equitable share 

Unconditional grant which the municipality utilises to 

undertake service delivery 14 , 443,925 12,258,000 


389,537 

1,299,161 

1,688,698 
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2008 

R 

2007 

R 

27.2 

Municipal Infrastructure Grant 




Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

552,500 

14,099,169 

7,863,667 

1,312,250 

7,636,000 

7,633,967 


Conditions still to be met 

6,788,002 

1,314,283 


Opening balances had been adjusted. 



27.3 

Free State Treasury Support Grant 




Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

781,406 

589,850 

800,000 

18,594 


Conditions still to be met 

191,556 

781,406 

27.4 

Financial Management Grant 




Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

295,699 

500,000 

546,127 

165,099 

500,000 

369,400 


Conditions still to be met 

249,572 

295,699 

27.5 

Municipal Systems Improvement Grant 




Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

1,286,500 

321,930 

245,793 

734,000 

734,000 

181,500 


Conditions still to be met 

1,362,637 

1,286,500 
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R R 


27.6 Drought Relief 


Balance unspent at the beginning of the year 

500,000 

- 

Current year receipts 

1,200,000 

- 

Conditions met - transferred to revenue 

530,843 

- 

Conditions still to be met 

1,169,157 

500,000 

Balances and movement for the prior year could not been obtained. 

Bank, Cash and overdraft balances 


The municipality has two cheque accounts with ABSA Bank: 

Primary: Acc No: 1860 270 184 

4,179,495 

2,808,452 

Secondary: Acc No: 4066 531 831 

463,532 

(229,002) 


4,643,027 

2,579,451 


29 Non-compliance with the Municipal Finance Management Act 

29.1 Chapter 7, Section 53(1 )(c)(ii) 

The service delivery and budget implementation plan was not approved by the mayor 
within 28 days after the approval of the budget. 


29.2 Chapter 7, Section 53(1)(c)(iii) 

The annual performance agreements of the acting municipal manager and all senior 
managers were concluded but no evaluation was done. 

29.3 Chapter 7, Section 53(2) 

The mayor did not report the failure to approve the service delivery and budget 
implementation plan 

29.4 Chapter 7, Section 53(3)(a) and (b) 

Service delivery targets, performance indicators and performance agreements were not 
made public. 
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29.5 Chapter 8, Section 75 

The accounting officer did not display the documents required in terms of this section on 
the website of the municipality. 

29.6 Chapter 12, Section 127(2) 

The major did not submit a written explanation setting out 
the reasons for failure to submit the annual report 
timeously. 

29.7 Chapter 12, Section 127(3)(a) and (b) 

The mayor did not submit a written explanation setting out the reasons for failure to submit 
the annual report timeously 

29.8 Chapter 12, Section 127(5) 

The accounting officer did not publicise the annual report 


73 



Naledi Local Municipality 


APPENDIX A 


Annual Financial Statements 
for the year ended 30 June 2008 
Statutory funds, trust funds and reserves 


Description 

Balance 30 June 
2007 

Contributio 
n for the 
year 

Interest on 
investment 

s 

Other 
income / 
adjustment 
s 

Expendit 
ure / 
Adjustm 
ents for 
the year 

Balance at 

30 June 
2008 

Statutory Funds 

CDF - General 

1,819,688 

27,670 

3,833 



1,819,688 

CDF - Sewerage 

297,370 

30,694 

571 

- 

- 

297,370 

CDF - Electricity 

287,603 

- 

- 

- 

- 

287,603 

CDF -Water 

361,088 

36,183 

695 

- 

- 

361,088 

Trust Funds 

2,666,103 

94,547 

5,099 

- 

- 

2,765,749 

Erven trust* 

1,981,436 

66,705 


3,789 


2,051,930 


1,981,436 

66,705 

- 

3,789 

- 

2,051,930 

* Opening balances was restated prior year sale of 
erven (R63 334) 

PROVISIONS 

Bonuses 

365,117 




(66,605) 

298,512 

Leave Reserve 

770,551 

- 

- 

32,999 

- 

803,550 

Provision for Bad Debts 


- 

- 

5,254,404 

- 

15,022,982 

Less: Provision Allocated to 

(9,768,578) 

- 

- 

- 

- 

(15,022,982) 


1,135,668 

- 

- 

5,287,403 

(66,605) 

1,102,062 

TOTAL: 

5,783,207 

161,252 

5,099 

5,291,192 

(66,605) 

5,919,742 
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External Loans 


External Loans 

Balance at 
2007/06/30 

Received 
during the year 

Redeemed or 
written off during 
the year 

Balance at 
2008/06/30 

Descriptions 

Interest 

rate 

Period 

Redemption 

date 

R 

R 

R 

R 

CENTLEC 

10.00% 

12 years 

30 June 2015 

1,106,146 


113,845 

992,301 





1,106,146 


113,845 

992,301 
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Annual Financial Statements 

for the year ended 30 June 2008 

Analysis of fixed assets 


Expenditure 

2007 

R 

Description 

Budget 2008 

R 

Balance at 
30 June 
2007 

R 

Expenditure 

2008 

R 

Written 

off /transfer/redeem 
ed/disposed during 
the year 

R 

Balance at 30 
June 2008 

R 

2,488,949 

Rates and general 
services 

1,940,000 

55,233,547 

12,512,448 

(4,794,906) 

62,951,089 

69,972 

Community Services 

1,770,000 

45,767,253 

9,277,334 

(1,101,477) 

53,943,109 

_ 

Community halls and 
centers 

_ 

1,042,061 

283,000 

(180,000) 

1,145,061 

1,579 

Admin offices 

- 

416,579 

- 

(86,579) 

330,000 

- 

Health Services 

- 

925,020 

138,625 

(129,077) 

934,568 

- 

Public works 1 

- 

3,216,630 

- 

- 

3,216,630 

- 

Public works 2 

- 

744,771 

- 

- 

744,771 

- 

Sundry assets 

- 

207,431 

25,788 

- 

233,219 

. 

Land survey - Ground and 
measure 

. 

751,426 

. 

. 

751,426 

68,393 

Equipment & Vehicles 

- 

860,399 

1,536,971 

(92,659) 

2,304,711 

- 

Wepener building 

1,770,000 

8,972,430 

6,828,275 

(451,950) 

15,348,755 

- 

Council property 

- 

951,453 

212,425 

(22,212) 

1,141,666 

- 

Town commonage 

- 

197,153 

- 

- 

197,153 

- 

Unsold sites 

- 

411,430 

- 

- 

411,430 

- 

Civil works 

- 

27,070,469 

252,250 

(139,000) 

27,183,719 
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Analysis of fixed assets (continued) 


2,418,977 

Subsidised services 

560,000 

9,466,295 

3,235,114 

(3,693,429) 

9,007,980 

- 

Ambulance 

- 

2,277 

- 

- 

2,277 

- 

Sorghum beer depots 

- 

3,001 

- 

- 

3,001 

2,418,977 

Sport facilities 

- 

2,463,977 

- 

(2,463,977) 

- 

- 

Vehicles/Equipment 

- 

71,750 

- 

- 

71,750 

- 

Civil defense 

- 

4,620 

- 

- 

4,620 

- 

Camp 

- 

2,693 

- 

- 

2,693 

- 

Fire services 

- 

16,471 

- 

- 

16,471 

- 

Health 

- 

161,691 

- 

- 

161,691 

- 

Parks and trees 

- 

411,290 

- 

(41,000) 

370,290 

- 

Recreation 

560,000 

5,034,160 

3,235,114 

(671,630) 

7,597,644 

- 

Town hall and offices 

- 

777,543 

- 

- 

777,543 

- 

Technical stores 

- 

516,821 

- 

(516,821) 

- 

- 

Offset points 

- 

- 

- 

- 

- 

- 

Cemeteries 

- 

- 

- 

- 

- 

- 

Economic services 

7,000,000 

51,990,649 

10,018,996 

(638,205) 

61,371,439 

- 

Sewerage 

7,000,000 

48,889,031 

9,502,175 

(638,205) 

57,753,001 

- 

Refuse 

- 

3,095,117 

516,821 

- 

3,611,938 

- 

Farming 

- 

6,500 

- 

- 

6,500 

- 

Housing services 

- 

1,172,035 

200,800 

(177,767) 

1,195,068 

- 

Sub economic services 

- 

1,172,035 

200,800 

(177,767) 

1,195,068 

5,214,990 

Trading services 

2,200,000 

33,110,082 

2,335,567 

(30,149) 

35,415,500 

- 

Electricity 

- 

7,115,525 

- 

- 

7,115,525 

5,214,990 

Water 

2,200,000 

25,994,557 

2,335,567 

(30,149) 

28,299,975 
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Analysis of fixed assets (continued) 


1,269,716 

CENTLEC 

180,000 

4,964,464 

332,947 


5,297,411 

8,973,655 

Total fixed assets 

Less: Loans redeemed 

11,710,000 

146,470,777 

25,400,757 

(5,641,027) 

166,230,508 

8,973,655 

and other capital receipts 


116,728,140 

14,473,796 

- 

131,315,421 

7,703,939 

General expenditure 


87,593,725 

14,473,796 

- 

101,734,574 

- 

Contributions - subsidies 


547,335 

- 

- 

547,335 

7,702,360 

Grants and subsidies 


7,889,454 

12,721,773 

- 

20,611,227 

- 

Loans redeemed & advances paid 

65,782,420 

- 

- 

65,782,420 

- 

Sale of surpluses 


6,500 

- 

- 

6,500 

- 

Contributions - RSC 


- 

- 

- 

- 

- 

Contributions -Erven trust 


7,615 

- 

- 

7,615 

- 

Contributions - Ex operating income 

1,422,766 

- 

- 

1,422,766 

- 

Contributions - Income provisions 

2,000 

- 

- 

2,000 

1,579 

Contributions - Income 


12,051 

1,419,076 

- 

1,431,127 

- 

Contributions - Capital 


24,439 

- 

- 

24,439 

- 

Contributions - Government 


8,708,836 

- 

- 

8,708,836 

- 

Contributions - Other 


3,167,071 

- 

- 

3,167,071 

- 

Contributions - Renewal 


23,238 

- 

- 

23,238 
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- 

Housing services 

1,821,711 

- 

- 

1,821,711 

- 

Loans redeemed and advances paid 

1,629,358 

- 

- 

1,629,358 

- 

Contributions - Ex operating income 

31,593 

- 

- 

31,593 

- 

Contributions - Funds 

10,524 

- 

- 

10,524 

- 

Contributions - RSC 

- 

- 

- 

- 

- 

Contributions - Funds 

- 

- 

- 

- 

- 

Contributions - Other 

138,565 

- 

- 

138,565 

- 

Contributions - Reserves 

11,671 

- 

- 

11,671 

- 

Contributions - RSC Housing 

- 

- 

- 

- 

- 

Electricity 

1,722,668 

- 

- 

2,055,615 

- 

Contributions - government 

162,769 

- 

- 

162,769 

- 

Loans redeemed and advances paid 

- 

- 

- 

- 

- 

Loans redeemed 

1,407,254 

- 

- 

1,407,254 

- 

Contributions - Other 

- 

332,947 

- 

332,947 

- 

Contributions - RSC 

- 

- 

- 

- 

- 

Contributions - Ex operating income 

111,884 

- 

- 

111,884 

- 

Contributions - Public 

40,761 

- 

- 

40,761 

1,269,716 

CENTLEC - Grants and subsidies 

3,858,318 

- 

113,485 

3,971,803 

- 

Water 

21,731,718 

- 

- 

21,731,718 

- 

Loans redeemed and advances paid 

17,802,714 

- 

- 

17,802,714 

- 

Sale of surpluses 

63,738 

- 

- 

63,738 

- 

Contributions - RSC 

- 

- 

- 

- 

- 

Contributions - Other 

145,753 

- 

- 

145,753 

- 

Contributions - Government 

2,915,303 

- 

- 

2,915,303 

- 

Contributions - Other 

804,210 

- 

- 

804,210 

- 

Net fixed assets 

29,742,637 

10,926,961 

(5,641,027) 

34,915,086 
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APPENDIX D 


Analysis of operating income and expenditure 



Actual 2007 


Actual 2008 

Budget 2008 

R 

INCOME 

R 

R 

14,789,791 

Grants and subsidies 

20,787,380 

14,272,406 

12,808,900 

Central Government 

10,970,752 

6,441,000 

1,980,891 

Regional Government 

9,816,629 

7,831,406 

10,509,294 

Operating income 

23,795,774 

31,467,801 

3,384,721 

Assessment rates 

3,562,543 

2,854,929 

- 

Sales of electricity 

393,540 

- 

3,115,946 

Sales of water 

3,598,382 

2,124,918 

78,701 

CENTLEC 

6,714,206 

- 

3,929,926 

Other services charged 

9,527,103 

26,487,954 

50,859 

Interest received 

1,096,554 

2,100 

25,349,944 


45,679,709 

45,742,307 


EXPENDITURE 



13,291,394 

Salaries, wages and allowances 

12,041,816 

15,374,753 

8,686,785 

General expenses 

15,177,511 

11,592,340 

- 

Purchase of electricity 

7,658 

- 

3,542,860 

Purchase of water 

4,988,946 

7,504,000 

5,143,925 

Other expenses 

10,180,907 

4,088,340 

307,480 

Repairs and maintenance 

751,002 

1,499,520 

5 

Capital charges 

- 

15,240 

17,941 

Contributions to capital expenditure 

73,808 

14,410,000 

- 

Contributions - Provisions and reserves 

5,317,816 

2,850,454 

22,303,605 

Gross expenditure 

33,361,954 

45,742,307 

(4,743) 

Less: Amounts charged out 

- 

- 

- 

CENTLEC 

7,243,685 

- 

22,298,862 

Net expenditure 

40,605,638 

45,742,307 


80 






Naledi Local Municipality 


APPENDIX E 


Financial statements 

for the year ended 30 June 2008 

Detailed income statement 


Actual 

revenue 2007 

Actual 
expenditur 
e 2007 

Surplus/(def 

icit) 

R 

R 

R 

9,140,526 

11,676,574 

(2,536,048) 

3 , 384,721 

4 , 272,541 

7 , 128,416 

3 , 384,721 

( 2 , 855 , 875 ) 

5,263 

954,104 

523,897 

50,241 

1 , 777,639 

2 , 720,278 

( 44 , 978 ) 

( 823 , 535 ) 

( 2 , 196 , 381 ) 

1,255,946 

1,872,362 

(616,416) 

404,518 

85,807 

268,067 

387,186 

110,368 

54,982 

406,769 

544 

1 , 296,040 

9,838 

104,189 

( 54 , 982 ) 

( 2 , 251 ) 

85,263 

( 1 , 027 , 973 ) 

377,348 

6,179 

7,616,231 

2,477,835 

5,138,396 

4 , 408,122 

3 , 208,109 

1 , 480,596 

997,239 

2 , 927,526 

2 , 210,870 


49,425 - 49,425 


Community Services 

Assessment Rates 

Administration 

Fixed Assets and Camps 

Health Services/Clinic 

Civil/Public Works 

Treasury 

Unallocated expenses 
Subsidised Services 
Stores and Workshops 
Library Services 
Fire Protection 
Parks and Cemetery 
Town Hall and Offices 
Properties 

Economic Services 
Sewerage 
Refuse Removing 
Housing Services 

Sub Economic Housing 


Actual 

revenue 

2008 

Actual 

expenditure 

2008 

Surplus/(d 

eficit) 

Budget 
surplus/(de 
ficit) 2008 

R 

R 

R 

R 

14,228,656 

21,737,078 

(7,508,422) 

(3,192,522) 

3 , 562,543 

- 

3 , 562,543 

2 , 854,929 

3 , 733,094 

10 , 130,830 

( 6 , 397 , 736 ) 

( 3 , 370 , 784 ) 

42,237 

7,075 

49,312 

10,616 

1 , 465,099 

2 , 174,909 

( 709 , 810 ) 

( 1 , 767 , 601 ) 

5 , 425,684 

9 , 424,264 

( 3 , 998 , 580 ) 

( 919 , 682 ) 

1,642,046 

2,427,554 

(785,508) 

(462,390) 

- 

1,301 

( 1 , 301 ) 

- 

447,968 

480,537 

( 32 , 568 ) 

( 111 , 061 ) 

9,629 

71,705 

( 62 , 076 ) 

12,438 

624,858 

1 , 609,742 

( 984 , 884 ) 

( 1 , 398 , 623 ) 

447,401 

120,586 

326,815 

112,418 

112,189 

143,683 

( 31 , 494 ) 

922,438 

10,305,941 

2,584,742 

7,721,199 

1,931,982 

6 , 532,152 

1 , 527,704 

5 , 004,448 

1 , 300,596 

3 , 773,789 

1 , 057,038 

2 , 716,751 

631,386 


85,236 4,880 80,356 27,840 
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Detailed income statement (continued) 


Actual 

revenue 2007 

Actual 
expenditur 
e 2007 

Surplus/(def 

icit) 


Actual 

revenue 

2008 

Actual 

expenditure 

2008 

Surplus/(d 

eficit) 

Budget 
surplus/(de 
ficit) 2008 

R 

R 

R 


R 

R 

R 

R 

7,209,116 

6,272,089 

937,027 

Trade Services 

12,703,624 

6,607,699 

6,095,924 

1,695,090 

221,743 

6,987,373 

61,181 

6,210,908 

160,562 

776,465 

Electricity 

Water 

393,540 

12,310,083 

7,658 

6,600,041 

385,882 

5,710,042 

245,000 

1,450,090 

78,701 

- 

78,701 

CENTLEC 

6,714,206 

7,243,685 

(529,479) 

- 

25,349,945 

22,298,860 

3,051,085 

TOTAL 

45,679,709 

40,605,638 

5,088,221 



Appropriations for the year @ 


52,263 (Refer to note 19 ) 1,245,767 


3,103,345 

27,836,343 


Net surplus(deficit) for the year 
Unappropriated surplus (accumulated deficit) 

at the beginning of the year 


6,333,988 

30,939,688 


30,939,688 


UNAPPROPRIATED SURPLUS / (ACCUMULATED DEFICIT) 
AT THE END OF THE YEAR 


37,273,676 
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Statistical information 


General Statistics 

2008 

2007 

a) General Services 

i) Population 

20,466 

20,466 

ii) Valuation of property - Assessable (Land) 
Valuation of property - Assessable 

6,610,025 

6,610,025 

(Improvements) 

55,620,200 

55,620,200 

Valuation of property - Non assessable (Land) 
Valuation of property - Non - assessable 

5,374,650 

5,374,650 

(Improvement) 

46,933,350 

46,933,350 

Last evaluation done 

2008 Financial year 

01 April 2003 


ill) Number of residential properties 

5,402 

5,402 

Number of commercial properties 

78 

78 

iv) Number of agricultural properties 

Not Available 

Not Available 

Number of industrial properties 

Not Available 

Not Available 

v) Assessment rates - Land 

1 0 cents 

10 cents 

Assessment rates - Improvements 

1 .9 cents 

1 .9 cents 

iv) Income from assessment rates 

3,562,543 

3,384,721 

b) Electricity statistics 

I) Number of users 

3,373 

3,240 

ii) Units bought 

17,411,220 

16,523,159 

ill) Units sold 

14,895,755 

14,323,692 
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Statistical information (Continue) 


vi) Cost per unit bought (cents) 

vii) Loss in distribution (iv),(vi) and (x) 

22.2c 

558,433 

22.2c 

488,282 

viii) Cost per unit sold ( operating expenditure - (iii) 
(cents) 

47.46 

45.50 cents 

ix) Income per unit sold ( operating income - (iii) (cents) 



Domestic 
- Marginal 

48.21 cents 

42.00 cents 

Commercial 
- Marginal 

47.5 cents 

42.81 cents 

x) Number of street lights 

41 High mast 

460 Street lights 

41 High mast 
460 Street 
lights 

c) Water statistics 



i) Number of users 

7,576 

6219 

ii) Units bought 

1,647,250 

1,513,040 

iii) Units sold 

1,034,539 

1,397,475 

iv) Units lost in distribution (ii) and (iii) 

612,711 

115,565 

v) Units lost in distribution as percentage of (ii) 

37.20% 

7.64% 

vi) Cost per unit bought (cents) 

306 

291 

vii) Loss in distribution (iv) and (vi) 

1,874,896 

336,295 

viii) Cost per unit sold ( operating expenditure - (iii) 

(cents) 

6.00 

4.44 
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APPENDIX F 


d) Sundry statistics 


i) 

Area (hectares) 

11933.24 km2 

N/A 

ii) 

Previous election number of voters 

11,400 

11,400 

iii) 

Licenses issues 

2 

15 

iv) 

Total personnel in service of Local Council 

158 

173 
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Chapter 5: Functional Area Service Delivery Reporting 


SERVICE DELIVERY ANALYSIS 
5.1 INTRODUCTION 

This chapter deals with how services were delivered during the 2007/8 financial year and 
indicates the performance against the KPA’s for the 2007/8 financial year based on the IDP 
processes followed as explained in Chapter 1 of this report. 

The performance of the Municipality is reported against the objectives for each department as 
indicated in the IDP and the performance agreements of the departmental heads. 


5.2 MUNICIPAL MANAGER 

The Municipal Manager is responsible for Corporate Strategy and the drafting, management 
and implementation of Council’s Integrated Development Plan (IDP). The Office of the 
Municipal Manager also strives to enhance the relationship between the political and 
administrative centers of the council, to promote governance mechanisms and innovations in 
the areas of communication, strategic planning, information and knowledge management. 


Table 5.1 Municipal manager service delivery analysis 


PROJECT 

DESCRIPTION 

Key 

Performance 

Area(KPA) 

Key Performance 
Indicator(KPI) 

MEASUREM 
ENT TOOL 

TARGET ANNUAL 

ACTUAL 

PERFORM 

ANCE 

Extension of 

Wepener 

Poultry Farm 

Management 
of the Poultry 
Farm project 

Completion of 

project 

Due date 

31 March 2008 

Achieved 

SMME 

Development 

Establishment 
of CEDA 

Offices 

Identify Office 

Space. 

Furniture the 

Office. 

Appointment of 

Official to manage 
the Office. 

Due date 

31 December 2007 

Achieved 

Provision of 

Housing 

Development 
of a waiting 
list for RDP 
housing 

Undertake a 

benchmarking 
exercise on how to 
manage the list 

Due date 

31 December 2007 

Not 

achieved 
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Performance 

Management 

System 

Develop 

Performance 

Management 

System 

Appoint consultant 

Due date 

30 September 2007 

Achieved 

PROJECT 

DESCRIPTION 

Key 

Performance 

Area(KPA) 

Key Performance 
Indicator(KPI) 

MEASUREM 
ENT TOOL 

TARGET ANNUAL 

ACTUAL 

PERFORM 

ANCE 

Risk 

Management 

Development 
of Risk 

Assessment 
Plan 

• Appoint internal 
Auditor 

• Establish an 

audit committee 

• Submission 

Risk 

Assessment 

Plan to council 

• Due date 

• Due date 

• 

• Due date 

• 30 

September 

2007 

• 31 

December 

2007 

Not 

Achieved 

Conflict of 

interest 

Management 

Declaration of 
interest by 

Municipality 
Officers. 

Ensure all 

declaration of forms 
are signed 

% of forms 
signed 

100% 

Achieved 

Marketing Plan 

Development 
of Marketing 
Plan 

• Appoint service 
provider to 

provide strategy 

Due date 

30 September 2007 

Not 

Achieved 

Delegation of 
Powers 

Implementatio 
n of 

Delegation of 
Powers 

Perform workshop 
on Delegation of 
Power for entire 
Municipality 

Due date 

30 September 2007 

Achieved 

IDP 

Development 

Management 
of IDP 

process 

Facilitates the 

development of IDP 
with the relevant 
key role players 

Due date 

Quarterly 

Not 

achieved 

Recovery 

plan/Financial 

Viability 

Implementatio 
n of recovery 
plan 

Draft 

Implementation 

plan 

Due date 

30 September 2007 

Achieved 


5.3 TECHNICAL SERVICES 


Table 5.2 Technical services service delivery analysis 


PROJECT 

DESCRIPTION 

KPA 

KPI 

MEASUREMENT 

TOOL 

TARGET 

ANNUAL 

ACTUAL 

PERFORMANCE 

Bulk Water 

Services 

Construction 
of Water 

Reservoir in 
Wepener 
(Management 
of 

construction 
to be 

completed in 
2009) 

Ensure at least 
50% 

completion 

%completion 

50% 

Completion 

Not achieved 
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PROJECT 

DESCRIPTION 

KPA 

KPI 

MEASUREMENT 

TOOL 

TARGET 

ANNUAL 

ACTUAL 

PERFORMANCE 

Drought Relief 
Project 

Drought relief 
project in 

Wepener 

Drilling of 

additional 

boreholes 

Due Date 

31 

December 

2007 

Achieved 

Drought Relief 
Project 

Drought relief 
project in 

Dewetsdorp 

Water quality 
testing(Bacteria 
and Chemical 
analysis) 

Due Date 

30 

September 

2007 

Achieved 

Drought Relief 
Project 

Drought relief 
project in 

Dewetsdorp 

Installation of 

Chlorinator 

Tanks 

Due Date 

31 

December 

2007 

Achieved 

Repairs and 
Maintenance 

Maintenance 
of Water 

reticulation 
works 

Report to 

council on state 
of water 

infrastructure 

Reports 

Monthly 

status 

reports 

Achieved 

Water loss 

management 

Reduction in 
water 
distribution 
losses 

Minimise 

losses 

% reduction in 
losses 

50% 

Not Achieved 

Water loss 

management 

Plug the 

leaks on the 
water 
mainlines 

Identify all the 
leaks 

Report 

Monthly 

status 

reports 

Not achieved 



Installation of 

sectional 

metering 

Due Date 

30 

September 

2007 

Not achieved 

Water Master 
Plan 

Develop 

Water Master 
Plan 

Appointment of 

service 

provider 

Due Date 

30 June 
2008 

Achieved 


Sanitation Projects 

Table 5.3 Sanitation projects analysis 


PROJECT 

DESCRIPTION 

KPA 

KPI 

MEASUREMENT 

TOOL 

TARGET 

ANNUAL 

ACTUAL 

PERFORMANCE 

Bucket 

Eradication 

Construction 

of 

Waterborne 

Sanitation 

Complete the 
construction 
of 264 toilets 

Due Date 

31 

December 

2007 

Achieved 

Sewerage 
treatment plan 

Upgrading of 
Wepener 
oxidation 
plant 

Completion 

of 

construction. 

Due Date 

30 April 

2008 

Achieved 

PROJECT 

DESCRIPTION 

KPA 

KPI 

MEASUREMENT 

TOOL 

TARGET 

ANNUAL 

ACTUAL 

PERFORMANCE 
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Sewerage 
treatment plan 

Upgrading of 
Dewetsdorp 
oxidation 
plant 

Undertake 

feasibility 

study 

Submission date 

31 March 
2008 

Achieved 

Repairs and 
Maintenance 

Maintenance 
of Sewerage 
network 

Report to 

council on 

the state of 
sanitation 
infrastructure 

Reports 

Monthly 

reports 

Achieved 


Electricity Projects 

Table 5.4 Electricity projects analysis 


PROJECT 

DESCRIPTIO 

N 

KPA 

KPI 

MEASUREMEN 

TTOOL 

TARGE 

T 

ANNUA 

L 

ACTUAL 

PERFORMANC 

E 

Repairs and 
Maintenance 

Maintenanc 
e of 

electricity 
infrastructur 
e works 

Report to 
council on 
the state of 
electricity 
infrastructur 

e 

Report 

Monthly 

report 

Achieved 


Roads, street and storm water 

Table 5.5 Roads, street and storm water projects analysis 


PROJECT 

DESCRIPTIO 

N 

KPA 

KPI 

MEASUREMEN 

TTOOL 

TARGET 

ANNUAL 

ACTUAL 

PERFORMANC 

E 

Road 

Maintenance 

Paving of 

SOOmetres 

at 

Morojaneng, 

Devetsdorp 

Report to 
council on 
completion 
of road 

paving 

Due Date 

30 

Septembe 

r2007 

Achieved 

Repairs and 
Maintenance 

Maintenanc 
e of Road 
infrastructur 

e 

Report to 
council on 
the state of 
roads 

infrastructur 

e 

Report 

Monthly 

report 

Achieved 

PROJECT 

DESCRIPTIO 

N 

KPA 

KPI 

MEASUREMEN 

TTOOL 

TARGET 

ANNUAL 

ACTUAL 

PERFORMANC 

E 


90 








Construction 

Developme 

Submission 

Submission date 

31 March 

Not achieved 

of a taxi rank 

nt of a 

feasibility 

study 

of study 


2008 



5.4 FINANCE SERVICES 

The Finance Department manages the financial affairs of Council to ensure the optimum use 
of all Council assets. In essence, it is the protector and custodian of the public purse as it 
levies taxes and charges on the public, collects the taxes and charges from the public, and 
administers the expenditure of those taxes and charges on goods, services and assets on 
behalf of the public. The Department is split into 2 separate divisions as follows: 

• Budget Office responsible for the Compilation of the Budget and other budgetary 
processes inclusive of revision, reporting and budget control, the compilation of the 
financial statements, financial management reporting, loan administration, managing of the 
municipal investments as well as the municipal insurance portfolio. 

• Treasury office, responsible for revenue management, expenditure and creditors’ 
management, supply chain management, credit control and indigent management 

Table 5.6 Finance services service delivery analysis 


PROJECT 

DESCRIPTION 

KPA 

KPI 

MEASUREMENT 

TOOL 

TARGET 

ANNUAL 

ACTUAL 

PERFORM 

ANCE 

Policy 

development 

List of policies to 

be developed: 

• Motor Vehicle 
allowances 

• Credit card 

usage policy 

• Creditors 
policy 

• Petty cash 

management 

• Customer 
treatment 
policy 

• Suspense 
account 
treatment 
policy 

• Billing 
process 
policy 

Submission of 
policies to 

council 

Submission date 

31 December 
2007 

Not 

achieved 

PROJECT 

DESCRIPTION 

KPA 

KPI 

MEASUREMENT 

TOOL 

TARGET 

ANNUAL 

ACTUAL 

PERFORM 

ANCE 

Policy 

Implementation 

• Indigent 

Policy 

• Supply Chain 
Management 

Number 

of 

househol 

d 

Status Report 

• Monthly 

• report 

• Quarterly 
reports 
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Policy 

• Credit Control 
Policy 

captured 

as 

registere 

d 

indigent 


and 

Annual 
comprehe 
nsive 
report 
• Monthly 
report 


Billing 

Meter reading, 
billing and 

invoicing 

Effective Meter 
reading and 

accurate billing 

Reporting 

Monthly 

reporting 

Not 

achieved 

Revenue 

generation 

Debt collection 

• Collection of 
services from 
officials and 
councillors 

• Collection of 

rentals from 
lease of 

council land 

• Collection 
from 

Contractors 

• Sale of 

gravel 

• Damage of 
infrastructure 

• Water usage 

% collection 

100% 

Achieved 

Budgeting 

Drafting of 

annual budget 
according to 

appropriate 
Treasury 
circulars 

Submission of 
budgets to 

council, Local 
government and 
Housing and 

Treasury 

Due date 

According to 
MFMA time 
frame 

Achieved 

Cost Control 

Management of 
Operating and 
Capital 
expenditure 

Expenditure to 
comply with all 
relevant/ 
applicable 
control 

% compliance 

100% 

compliance 

with 

applicable 

control 

Not 

achieved 

Contract 

payment 

management 

Review payment 
certificate for 

contractors 

Eliminate audit 
queries on 

projects 

Number of audit 
queries 

Zero Audit 

queries 

Not 

achieved 

PROJECT 

DESCRIPTION 

KPA 

KPI 

MEASUREMENT 

TOOL 

TARGET 

ANNUAL 

ACTUAL 

PERFORM 

ANCE 

Supply Chain 
Management 

Compliance to 
Supply Chain 

Management 

Report on SCM 
to Council and 
Treasury 

% compliance 

time frame 

100% 

compliance 
Monthly and 
Quarterly 

Repo 

Rates 

Not 

achieved 

Asset 

Management 

Electronic Asset 
Register 

Completeness of 
municipality 

Due date 

100% 

accounted for 

Not 
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assets 



achieved 


5.5 CORPORATE AND SOCIAL DEVELOPMENT SERVICES MANAGER 

The Corporate Services Department consists of 6 sections: Human Resources, Administration 
(committee services and information technology), Integrated Human Settlements (housing). 
Community Services (resorts, caravan parks and cleaning). Infrastructure and Fleet 
Management (town planning and building control) and Traffic and Protection Services. 
Corporate Services is the secretariat of Council and supports the legislative and executive 
functions of Council. 


HUMAN RESOURCES 

Table 5.7 Human resources service delivery analysis 


PROJECT 

DESCRIPTION 

KPA 

KPI 

MEASUREMENT 

TOOL 

TARGET 

ANNUAL 

ACTUAL 

PERFORMANCE 

Development 
of HRM 

policies 

• Review of 
policies 

• Need 
council 
approval 


Due date 

30 

September 

2007 

Achieved 

Skills 

Development 

Plan 


Develop Skills 
Development 
Plan for 

2008/2009 

Due date 

31 March 
2008 

Achieved 

Employment 
uity Plan 


Appoint 50% 
of females in 
senior and 

middle 

management 


30 June 
2008 

In progress 

Workplace 

Skills Plan 


Submit 

implementation 

report 

Due date 

Quarterly 

Achieved 

PROJECT 

DESCRIPTION 

KPA 

KPI 

MEASUREMENT 

TOOL 

TARGET 

ANNUAL 

ACTUAL 

PERFORMANCE 

Management 
of the 

organogram 

Review 

Organasational 
and get council 
approval 

Submission of 
review 

organisational 
structure to 

Council 

Due date 

31 March 

Achieved 


Filling of 

vacancies 

Filling of 

vacancies 

Due date 

30 June 
2008 

In progress 

Human 

Resource 

Management 

Implementation 
of an HRM 
System EPAS 

Appointment of 

service 

provider 

Due date 

31 March 
2008 

Not achieved 


93 





SOCIAL DEVELOPMENT 


Table 5.8 Social development service delivery analysis 


PROJECT 

DESCRIPTION 

KPA 

KPI 

MEASUREM 
ENT TOOL 

TARGET 

ANNUAL 

ACTUAL 

PERFOR 

MANCE 

Waste managen 

facilities 

• Development 
of the Waste 
management 
facilities plan 

• Obtain a 

service 
provider 

• Development 

of a feasibility 
study to 

submit to 

Motheo DM 

• Advertise a 

tender and 

appoint a 

service 
provider. 

• Submissio 
n date 

• Due date 

• 31 

December 

2007 

• 30 

September 

2007 

Achieved 

Waste Disposal 

Container 

Installation of 

waste awareness 

Coordinate the 
installation of 

containers 

Due date 

30 September 
2007 

Achieved 

Environmental 
Health and 

Environmental 
Management 

Environmental 

health 

management 

Conduct formal 

awareness 

campaign 

Number of 

campaigns 

conducted 

2 formal 

campaigns 

Achieved 

Cleanliness of 

Town 

Cleaning of 

pathways 

Development of a 
structured 
programme of 

implementation 

Submission 

date 

30 September 
2007 

Achieved 
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